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APPENDIX I
UNITED STATES–CHINA ECONOMIC AND

SECURITY REVIEW COMMISSION CHARTER 
22 USCS/7002 (2001) 

The Commission was created on October 30, 2000 by the Floyd 
D. Spence National Defense Authorization Act for 2001 § 1238, 
Pub. L. No. 106–398, 114 STAT. 1654A–334 (2000) (codified at 22 
U.S.C. § 7002 (2001), as amended by the Treasury and General 
Government Appropriations Act for 2002 § 645 (regarding employ-
ment status of staff) & § 648 (regarding changing annual report 
due date from March to June), Pub. L. No. 107–67, 115 STAT. 514 
(Nov. 12, 2001); as amended by Division P of the ‘‘Consolidated Ap-
propriations Resolution, 2003,’’ Pub. L. No. 108–7 (Feb. 20, 2003) 
(regarding Commission name change, terms of Commissioners, and 
responsibilities of Commission). 

§ 7002. United States–China Economic and Security Review 
Commission 

(a) Purposes. The purposes of this section are as follows: 
(1) To establish the United States-China Economic and Security 

Review Commission to review the national security implications of 
trade and economic ties between the United States and the People’s 
Republic of China. 

(2) To facilitate the assumption by the United States-China Eco-
nomic and Security Review Commission of its duties regarding the 
review referred to in paragraph (1) by providing for the transfer to 
that Commission of staff, materials, and infrastructure (including 
leased premises) of the Trade Deficit Review Commission that are 
appropriate for the review upon the submittal of the final report 
of the Trade Deficit Review Commission.

(b) Establishment of United States-China Economic and Security 
Review Commission. 

(1) In general. There is hereby established a commission to be 
known as the United States-China Economic and Security Review 
Commission (in this section referred to as the ‘‘Commission’’). 

(2) Purpose. The purpose of the Commission is to monitor, inves-
tigate, and report to Congress on the national security implications 
of the bilateral trade and economic relationship between the United 
States and the People’s Republic of China. 

(3) Membership. The United States-China Economic and Security 
Review Commission shall be composed of 12 members, who shall 
be appointed in the same manner provided for the appointment of 
members of the Trade Deficit Review Commission under section 
127(c)(3) of the Trade Deficit Review Commission Act (19 U.S.C. 
2213 note), except that—
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(A) Appointment of members by the Speaker of the House of Rep-
resentatives shall be made after consultation with the chairman of 
the Committee on Armed Services of the House of Representatives, 
in addition to consultation with the chairman of the Committee on 
Ways and Means of the House of Representatives provided for 
under clause (iii) of subparagraph (A) of that section; 

(B) Appointment of members by the President pro tempore of the 
Senate upon the recommendation of the majority leader of the Sen-
ate shall be made after consultation with the chairman of the Com-
mittee on Armed Services of the Senate, in addition to consultation 
with the chairman of the Committee on Finance of the Senate pro-
vided for under clause (i) of that subparagraph; 

(C) Appointment of members by the President pro tempore of the 
Senate upon the recommendation of the minority leader of the Sen-
ate shall be made after consultation with the ranking minority 
member of the Committee on Armed Services of the Senate, in ad-
dition to consultation with the ranking minority member of the 
Committee on Finance of the Senate provided for under clause (ii) 
of that subparagraph; 

(D) Appointment of members by the minority leader of the House 
of Representatives shall be made after consultation with the rank-
ing minority member of the Committee on Armed Services of the 
House of Representatives, in addition to consultation with the 
ranking minority member of the Committee on Ways and Means of 
the House of Representatives provided for under clause (iv) of that 
subparagraph; 

(E) Persons appointed to the Commission shall have expertise in 
national security matters and United States-China relations, in ad-
dition to the expertise provided for under subparagraph (B)(i)(I) of 
that section; 

(F) Each appointing authority referred to under subparagraphs 
(A) through (D) of this paragraph shall—

(i) appoint 3 members to the Commission; 
(ii) make the appointments on a staggered term basis, such 

that—
(I) 1 appointment shall be for a term expiring on December 31, 

2003; 
(II) 1 appointment shall be for a term expiring on December 31, 

2004; and 
(III) 1 appointment shall be for a term expiring on December 31, 

2005; 
(iii) make all subsequent appointments on an approximate 2-year 

term basis to expire on December 31 of the applicable year; and 
(iv) make appointments not later than 30 days after the date on 

which each new Congress convenes. 
(G) Members of the Commission may be reappointed for addi-

tional terms of service as members of the Commission; and 
(H) Members of the Trade Deficit Review Commission as of the 

date of the enactment of this Act [enacted Oct. 30, 2000] shall 
serve as members of the United States-China Economic and Secu-
rity Review Commission until such time as members are first ap-
pointed to the United States-China Economic and Security Review 
Commission under this paragraph. 
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(4) Retention of support. The United States-China Economic and 
Security Review Commission shall retain and make use of such 
staff, materials, and infrastructure (including leased premises) of 
the Trade Deficit Review Commission as the United States-China 
Economic and Security Review Commission determines, in the 
judgment of the members of the United States-China Economic and 
Security Review Commission, are required to facilitate the ready 
commencement of activities of the United States-China Economic 
and Security Review Commission under subsection (c) or to carry 
out such activities after the commencement of such activities. 

(5) Chairman and vice chairman. The members of the Commis-
sion shall select a Chairman and Vice Chairman of the Commission 
from among the members of the Commission. 

(6) Meetings. 
(A) Meetings. The Commission shall meet at the call of the 

Chairman of the Commission. 
(B) Quorum. A majority of the members of the Commission shall 

constitute a quorum for the transaction of business of the Commis-
sion. 

(7) Voting. Each member of the Commission shall be entitled to 
one vote, which shall be equal to the vote of every other member 
of the Commission.

(c) Duties. 
(1) Annual report. Not later than June 1 each year [beginning in 

2002], the Commission shall submit to Congress a report, in both 
unclassified and classified form, regarding the national security im-
plications and impact of the bilateral trade and economic relation-
ship between the United States and the People’s Republic of China. 
The report shall include a full analysis, along with conclusions and 
recommendations for legislative and administrative actions, if any, 
of the national security implications for the United States of the 
trade and current balances with the People’s Republic of China in 
goods and services, financial transactions, and technology trans-
fers. The Commission shall also take into account patterns of trade 
and transfers through third countries to the extent practicable. 

(2) Contents of report. Each report under paragraph (1) shall in-
clude, at a minimum, a full discussion of the following: 

(A) The portion of trade in goods and services with the United 
States that the People’s Republic of China dedicates to military 
systems or systems of a dual nature that could be used for military 
purposes. 

(B) The acquisition by the People’s Republic of China of advanced 
military or dual-use technologies from the United States by trade 
(including procurement) and other technology transfers, especially 
those transfers, if any, that contribute to the proliferation of weap-
ons of mass destruction or their delivery systems, or that under-
mine international agreements or United States laws with respect 
to nonproliferation. 

(C) Any transfers, other than those identified under subpara-
graph (B), to the military systems of the People’s Republic of China 
made by United States firms and United States-based multi-
national corporations. 

(D) An analysis of the statements and writing of the People’s Re-
public of China officials and officially-sanctioned writings that bear 
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on the intentions, if any, of the Government of the People’s Repub-
lic of China regarding the pursuit of military competition with, and 
leverage over, or cooperation with, the United States and the Asian 
allies of the United States. 

(E) The military actions taken by the Government of the People’s 
Republic of China during the preceding year that bear on the na-
tional security of the United States and the regional stability of the 
Asian allies of the United States. 

(F) The effects, if any, on the national security interests of the 
United States of the use by the People’s Republic of China of finan-
cial transactions and capital flow and currency manipulations. 

(G) Any action taken by the Government of the People’s Republic 
of China in the context of the World Trade Organization that is ad-
verse or favorable to the United States national security interests. 

(H) Patterns of trade and investment between the People’s Re-
public of China and its major trading partners, other than the 
United States, that appear to be substantively different from trade 
and investment patterns with the United States and whether the 
differences have any national security implications for the United 
States. 

(I) The extent to which the trade surplus of the People’s Republic 
of China with the United States enhances the military budget of 
the People’s Republic of China. 

(J) An overall assessment of the state of the security challenges 
presented by the People’s Republic of China to the United States 
and whether the security challenges are increasing or decreasing 
from previous years. 

(3) Recommendations of report. Each report under paragraph (1) 
shall also include recommendations for action by Congress or the 
President, or both, including specific recommendations for the 
United States to invoke Article XXI (relating to security exceptions) 
of the General Agreement on Tariffs and Trade 1994 with respect 
to the People’s Republic of China, as a result of any adverse impact 
on the national security interests of the United States.

(d) Hearings. 
(1) In general. The Commission or, at its direction, any panel or 

member of the Commission, may for the purpose of carrying out 
the provisions of this section, hold hearings, sit and act at times 
and places, take testimony, receive evidence, and administer oaths 
to the extent that the Commission or any panel or member con-
siders advisable. 

(2) Information. The Commission may secure directly from the 
Department of Defense, the Central Intelligence Agency, and any 
other Federal department or agency information that the Commis-
sion considers necessary to enable the Commission to carry out its 
duties under this section, except the provision of intelligence infor-
mation to the Commission shall be made with due regard for the 
protection from unauthorized disclosure of classified information 
relating to sensitive intelligence sources and methods or other ex-
ceptionally sensitive matters, under procedures approved by the Di-
rector of Central Intelligence. 

(3) Security. The Office of Senate Security shall—
(A) provide classified storage and meeting and hearing spaces, 

when necessary, for the Commission; and 
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(B) assist members and staff of the Commission in obtaining se-
curity clearances. 

(4) Security clearances. All members of the Commission and ap-
propriate staff shall be sworn and hold appropriate security clear-
ances.

(e) Commission personnel matters. 
(1) Compensation of members. Members of the United States-

China Economic and Security Review Commission shall be com-
pensated in the same manner provided for the compensation of 
members of the Trade Deficit Review Commission under section 
127(g)(1) and section 127(g)(6) of the Trade Deficit Review Commis-
sion Act (19 U.S.C. 2213 note). 

(2) Travel expenses. Travel expenses of the United States-China 
Economic and Security Review Commission shall be allowed in the 
same manner provided for the allowance of the travel expenses of 
the Trade Deficit Review Commission under section 127(g)(2) of the 
Trade Deficit Review Commission Act [19 USCS § 2213 note]. 

(3) Staff. An executive director and other additional personnel for 
the United States-China Economic and Security Review Commis-
sion shall be appointed, compensated, and terminated in the same 
manner provided for the appointment, compensation, and termi-
nation of the executive director and other personnel of the Trade 
Deficit Review Commission under section 127(g)(3) and section 
127(g)(6) of the Trade Deficit Review Commission Act [19 USCS 
§ 2213 note]. The executive director and any personnel who are em-
ployees of the United States-China Economic and Security Review 
Commission shall be employees under section 2105 of title 5, 
United States Code, for purposes of chapters 63, 81, 83, 84, 85, 87, 
89, and 90 of that title [language of 2001 amendment, Sec. 645]. 

(4) Detail of government employees. Federal Government employ-
ees may be detailed to the United States-China Economic and Se-
curity Review Commission in the same manner provided for the de-
tail of Federal Government employees to the Trade Deficit Review 
Commission under section 127(g)(4) of the Trade Deficit Review 
Commission Act [19 USCS § 2213 note]. 

(5) Foreign travel for official purposes. Foreign travel for official 
purposes by members and staff of the Commission may be author-
ized by either the Chairman or the Vice Chairman of the Commis-
sion. 

(6) Procurement of temporary and intermittent services. The 
Chairman of the United States-China Economic and Security Re-
view Commission may procure temporary and intermittent services 
for the United States-China Economic and Security Review Com-
mission in the same manner provided for the procurement of tem-
porary and intermittent services for the Trade Deficit Review Com-
mission under section 127(g)(5) of the Trade Deficit Review Com-
mission Act [19 USCS § 2213 note].

(f) Authorization of appropriations. 
(1) In general. There is authorized to be appropriated to the 

Commission for fiscal year 2001, and for each fiscal year thereafter, 
such sums as may be necessary to enable the Commission to carry 
out its functions under this section. 
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(2) Availability. Amounts appropriated to the Commission shall 
remain available until expended.

(g) Federal Advisory Committee Act. The provisions of the Fed-
eral Advisory Committee Act (5 U.S.C. App.) shall not apply to the 
Commission.

(h) Effective date. This section shall take effect on the first day 
of the 107th Congress. 

Amendments: 
SEC. 645. (a) Section 1238(e)(3) of the Floyd D. Spence National 

Defense Authorization Act for Fiscal Year 2001 (as enacted by Pub-
lic Law 106–398) is amended by adding at the end the following: 
‘‘The executive director and any personnel who are employees of 
the United States-China Economic and Security Review Commis-
sion shall be employees under section 2105 of title 5, United States 
Code, for purposes of chapters 63, 81, 83, 84, 85, 87, 89, and 90 of 
that title.’’ (b) The amendment made by this section shall take ef-
fect on January 3, 2001. 

SEC. 648. DEADLINE FOR SUBMISSION OF ANNUAL RE-
PORTS BY UNITED STATES-CHINA ECONOMIC AND SECU-
RITY REVIEW COMMISSION. Section 1238(c)(1) of the Floyd D. 
Spence National Defense Authorization Act for Fiscal Year 2001 (as 
enacted into law by section I of Public Law 106–398) is amended 
by striking ‘‘March’’ and inserting ‘‘June.’’

Changes: Enacted into law by Division P of the ‘‘Consolidated 
Appropriations Resolution, 2003’’ Pub. L. 108–7 dated February 20, 
2003: 

H. J. Res. 2—
DIVISION P—UNITED STATES-CHINA ECONOMIC AND SE-

CURITY REVIEW COMMISSION 
SECTION 1. SHORT TITLE.—This division may be cited as the 

‘‘United States-China Economic and Security Review Commission.’’
SEC. 2. (a) APPROPRIATIONS.—There are appropriated, out of 

any funds in the Treasury not otherwise appropriated, $1,800,000, 
to remain available until expended, to the United States-China 
Economic and Security Review Commission. 

(b) NAME CHANGE.—
(1) IN GENERAL.—Section 1238 of the Floyd D. Spence National 

Defense Authorization Act of 2001 (22 U.S.C. 7002) is amended—
as follows: 

In each Section and Subsection where it appears, the name is 
changed to the ‘‘U.S.-CHINA ECONOMIC AND SECURITY RE-
VIEW COMMISSION’’—

(2) REFERENCES.—Any reference in any Federal law, Executive 
order, rule, regulation, or delegation of authority, or any document 
of or relating to the United States-China Security Review Commis-
sion shall be deemed to refer to the United States-China Economic 
and Security Review Commission. 

(c) MEMBERSHIP, RESPONSIBILITIES, AND TERMS.—
(1) IN GENERAL.—Section 1238(b)(3) of the Floyd D. Spence 

National Defense Authorization Act of 2001 (22 U.S.C. 7002) is 
amended by striking subparagraph (F) and inserting the following: 
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‘‘(F) each appointing authority referred to under subparagraphs 
(A) through (D) of this paragraph shall—

‘‘(i) appoint 3 members to the Commission; 
‘‘(ii) make the appointments on a staggered term basis, such 

that—
‘‘(I) 1 appointment shall be for a term expiring on December 31, 

2003; 
‘‘(II) 1 appointment shall be for a term expiring on December 31, 

2004; and 
‘‘(III) 1 appointment shall be for a term expiring on December 31, 

2005; 
‘‘(iii) make all subsequent appointments on an approximate 2-

year term basis to expire on December 31 of the applicable year; 
and 

‘‘(iv) make appointments not later than 30 days after the date on 
which each new Congress convenes;’’. 

(2) RESPONSIBILITIES OF THE COMMISSION.—The United 
States-China Commission shall focus, in lieu of any other areas of 
work or study, on the following: 

(A) PROLIFERATION PRACTICES.—The Commission shall ana-
lyze and assess the Chinese role in the proliferation of weapons of 
mass destruction and other weapons (including dual use tech-
nologies) to terrorist-sponsoring states, and suggest possible steps 
which the United States might take, including economic sanctions, 
to encourage the Chinese to stop such practices. 

(B) ECONOMIC REFORMS AND UNITED STATES ECO-
NOMIC TRANSFERS.—The Commission shall analyze and assess 
the qualitative and quantitative nature of the shift of United 
States production activities to China, including the relocation of 
high-technology, manufacturing, and R&D facilities; the impact of 
these transfers on United States national security, including polit-
ical influence by the Chinese Government over American firms, de-
pendence of the United States national security industrial base on 
Chinese imports, the adequacy of United States export control 
laws, and the effect of these transfers on United States economic 
security, employment, and the standard of living of the American 
people; analyze China’s national budget and assess China’s fiscal 
strength to address internal instability problems and assess the 
likelihood of externalization of such problems. 

(C) ENERGY.—The Commission shall evaluate and assess how 
China’s large and growing economy will impact upon world energy 
supplies and the role the United States can play, including joint 
R&D efforts and technological assistance, in influencing China’s en-
ergy policy. 

(D) UNITED STATES CAPITAL MARKETS.—The Commission 
shall evaluate the extent of Chinese access to, and use of United 
States capital markets, and whether the existing disclosure and 
transparency rules are adequate to identify Chinese companies 
which are active in United States markets and are also engaged in 
proliferation activities or other activities harmful to United States 
security interests. 

(E) CORPORATE REPORTING.—The Commission shall assess 
United States trade and investment relationship with China, in-
cluding the need for corporate reporting on United States invest-



240

ments in China and incentives that China may be offering to 
United States corporations to relocate production and R&D to 
China. 

(F) REGIONAL ECONOMIC AND SECURITY IMPACTS.—The 
Commission shall assess the extent of China’s ‘‘hollowing out’’ of 
Asian manufacturing economies, and the impact on United States 
economic and security interests in the region; review the triangular 
economic and security relationship among the United States, Tai-
pei and Beijing, including Beijing’s military modernization and 
force deployments aimed at Taipei, and the adequacy of United 
States executive branch coordination and consultation with Con-
gress on United States arms sales and defense relationship with 
Taipei. 

(G) UNITED STATES-CHINA BILATERAL PROGRAMS.—The 
Commission shall assess science and technology programs to evalu-
ate if the United States is developing an adequate coordinating 
mechanism with appropriate review by the intelligence community 
with Congress; assess the degree of non-compliance by China and 
United States-China agreements on prison labor imports and intel-
lectual property rights; evaluate United States enforcement poli-
cies; and recommend what new measures the United States Gov-
ernment might take to strengthen our laws and enforcement activi-
ties and to encourage compliance by the Chinese. 

(H) WORLD TRADE ORGANIZATION COMPLIANCE.—The 
Commission shall review China’s record of compliance to date with 
its accession agreement to the WTO, and explore what incentives 
and policy initiatives should be pursued to promote further compli-
ance by China. 

(I) MEDIA CONTROL.—The Commission shall evaluate Chinese 
government efforts to influence and control perceptions of the 
United States and its policies through the internet, the Chinese 
print and electronic media, and Chinese internal propaganda. 

(3) EFFECTIVE DATE.—This section shall take effect on the 
date of enactment of this Act [February 20, 2003]. 
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APPENDIX II 
COMMUNICATIONS WITH CONGRESS

MAY 21, 2004

The Honorable TED STEVENS, 
President Pro Tempore of the U.S. Senate, Washington, D.C. 20510
The Honorable J. DENNIS HASTERT, 
Speaker of the House of Representatives, Washington, D.C. 20515

DEAR SENATOR STEVENS AND SPEAKER HASTERT:
On behalf of the U.S.-China Economic and Security Review Com-

mission, we are pleased to transmit the record of our April 16, 2004 
hearing on ‘‘China’s Presence in the Global Capital Markets.’’

This hearing addresses the charge in our mandate to examine 
‘‘Chinese access to, and use of United States capital markets, and 
whether the existing disclosure and transparency rules are ade-
quate to identify Chinese companies which are active in United 
States markets and are also engaged in proliferation activities or 
other activities harmful to United States security interests.’’ This 
is a cutting-edge element of our broader look at the U.S.-China eco-
nomic relationship. 

At this hearing the Commission heard testimony from two panels 
of witnesses on the goals, methods and implications of Chinese 
firms’ use of global debt and equity markets to raise capital. Wit-
nesses expressed particular concern about the governance and 
transparency of Chinese enterprises listing on U.S. exchanges. Re-
cently, these listings have come under increased scrutiny in light 
of the Securities and Exchange Commission’s investigation into 
China Life’s accounting irregularities and a trade secret theft and 
patent infringement suit brought in U.S. courts against Semicon-
ductor Manufacturing International Corporation, two Chinese firms 
listed on the New York Stock Exchange. However, despite mount-
ing investor apprehension, China’s outreach to international capital 
markets continues to grow in size and frequency, with some ana-
lysts forecasting the volume of Chinese company initial public of-
ferings (IPOs) in the global markets to be as high as $23 billion for 
2004. 

Accessing international capital markets is an important compo-
nent of China’s economic development strategy. Notably, despite 
the fact that Chinese private firms account for roughly 60 percent 
of the country’s GDP, the Chinese government has permitted state-
owned enterprises (SOEs) to launch the overwhelming majority of 
IPOs in global capital markets. Chinese SOEs listing on global cap-
ital markets generally remain under the control of the Chinese gov-
ernment whose corporate governance and disclosure practices differ 
significantly from U.S. norms. With billions of dollars in U.S. inves-
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tor funds being attracted by these firms, it is vital to understand 
whether U.S. investors are being provided adequate information 
about these firms’ governance and financial performance, and 
whether U.S. regulatory requirements are sufficient to capture this 
concern. 

The Commission also heard testimony about potential linkages 
between listed Chinese firms and China’s defense-industrial com-
plex and weapons proliferation activities. Such security-sensitive 
activities could constitute a material risk to investors because of 
the possible negative impact on the share value and reputations of 
these enterprises. More fundamentally, the Commission is con-
cerned about whether the U.S. Government is sufficiently moni-
toring this nexus and focused on the potential security implica-
tions. 

The Commission will provide a comprehensive analysis of this 
issue, along with recommendations for Congressional action, as 
part of its upcoming report to the Congress. 

Sincerely,

Roger W. Robinson, Jr. C. Richard D’Amato 
Chairman Vice Chairman

f

APRIL 6, 2004

The Honorable TED STEVENS, 
President Pro Tempore of the U.S. Senate, Washington, D.C. 20510
The Honorable J. DENNIS HASTERT, 
Speaker of the House of Representatives, Washington, D.C. 20515

DEAR SENATOR STEVENS AND SPEAKER HASTERT:

On behalf of the U.S.-China Economic and Security Review Com-
mission, we are pleased to transmit the record of our San Diego, 
CA field hearing on February 12 and 13, 2004 examining ‘‘China 
as an Emerging Regional and Technological Power: Implications for 
U.S. Economic and Security Interests.’’ China’s technology develop-
ment, and the pivotal role it plays in the global supply chain for 
high-tech goods and services, has important implications for U.S. 
economic and security interests. 

The Commission is mandated (P.L. 108–7) to assess the quali-
tative and quantitative nature of the shift of United States produc-
tion activities to China, including the relocation of high-technology, 
manufacturing and research and development facilities. Addition-
ally the Commission is directed to examine China’s performance in 
protecting intellectual property rights, a key area of concern in 
U.S.-China high-tech trade. 

During this field hearing, held on the campus of the University 
of California, San Diego, the Commission heard testimony from a 
number of scholars and representatives of California’s technology 



243

industry. During the discussion, panelists highlighted several im-
portant themes: 

China’s High-Tech Development. The Chinese government has a 
coordinated, sustainable vision for science and technology develop-
ment. Many Chinese high-technology developments have been 
spurred by policies the Chinese government has instituted to accel-
erate the growth of industries in this sector, which the government 
believes can help lift the whole economy. 

The Chinese government uses foreign investment, technology 
standards, and industry regulation to catalyze the nation’s techno-
logical growth. Government procurement remains a lever for tech-
nology policy, as do proprietary technology standards. If foreign 
companies adopt Chinese promulgated standards to get access to 
the growing Chinese market, they help build economies of scale, 
which then encourages the growth of exports out of China with 
these new standards. An example of this is China’s new wireless 
LAN standard. The Chinese government also uses its power over 
state corporations, and over companies that require licenses to 
produce or provide services, to organize bargaining cartels with for-
eign corporations to encourage technology transfers into China. 

Several hearing panelists noted the importance of China’s high-
tech development to U.S. computer and electronics firms who are 
using it as a production base. One panelist noted that American 
computer and electronics firms had a rate of return in China of 
over 20 percent in 2002. Such profits encourage them to go along 
with Chinese ground rules for technology transfer. China is already 
the second largest computer manufacturer in the world, and it is 
expected that higher valued jobs in design, development and engi-
neering will follow manufacturing to China. 

China is also making strides in the advanced fields of pharma-
ceutical and biotechnology production. Products manufactured by 
China’s pharmaceutical companies have to date principally been 
generic, but foreign investment and the transfers of technology and 
management systems that accompany this investment are accel-
erating the growth of a more sophisticated pharmaceutical indus-
try. Foreign manufacturers of pharmaceuticals are beginning to es-
tablish R&D facilities in China. The biotech industry in China is 
also growing. According to one hearing panelist from the U.S. 
biotech industry, the Chinese government is supporting its develop-
ment through the annual investment of over $600 million into uni-
versities, research centers, and labs. The Chinese government is 
encouraging Chinese nationals who have obtained Ph.D.’s in the 
life sciences field in the United States to return to China and is 
offering them incentives to do so. 

China’s Role in the Global Supply Chain. Global production net-
works dominate China’s high-tech export environment. Foreign in-
vestment into China has provided capital, management and tech-
nology to Chinese production in various technology sectors. Taiwan 
firms are key investors and intermediaries in China’s high-tech 
production networks. 

Maintaining the U.S. Technological Edge. The U.S. role in global 
high-tech production chains is in the more skill and technology in-
tensive activities, particularly in the R&D stage of production. 
American-developed technology advances and innovation has gen-



244

erally maintained the United States’ status as a global economic 
leader. The Commission heard testimony from almost every pan-
elist concerning the need for the United States to reinvest in its 
long-term human capital in order to maintain this technological 
edge. China currently graduates three times as many engineers as 
the United States at the bachelor’s degree level. There is a great 
need for the U.S. Government to explore policies aimed at expand-
ing educational opportunities in the mathematics and sciences 
fields, and for upgrading the U.S. technology infrastructure. 

China’s Regional Outreach. China has become more receptive to-
ward working in a multilateral format, particularly groupings in 
which it can exercise a leadership role—such as the Asia Pacific 
Economic Cooperation (APEC) and the Shanghai Cooperation Orga-
nization (SCO). Moreover, China’s growing economic influence in 
the region has enhanced its political leverage as well. This poses 
a challenge to ensure the United States is not excluded from the 
Asian region’s economic and security forums and that China’s role 
in these forums does not compromise U.S. goals in the region. 

China’s emergence as a center for high-tech manufacturing and 
R&D is one of the most significant dynamics of China’s economic 
growth and an area the Commission will continue to follow closely 
as it poses significant economic and security challenges for the 
United States. 

Yours truly,

Roger W. Robinson, Jr. C. Richard D’Amato 
Chairman Vice Chairman

f

MARCH 10, 2004

The Honorable TED STEVENS, 
President Pro Tempore of the U.S. Senate, Washington, D.C. 20510
The Honorable J. DENNIS HASTERT, 
Speaker of the House of Representatives, Washington, D.C. 20515

DEAR SENATOR STEVENS AND SPEAKER HASTERT:
On behalf of the U.S.-China Economic and Security Review Com-

mission, we are pleased to transmit the record of our hearing on 
February 6, 2004, on China’s ‘‘Military Modernization and the 
Cross-Strait Balance.’’ U.S. cross-Strait policy and U.S.-China rela-
tions are intertwined. Taiwan remains the key political and mili-
tary flash point between the two countries, driving both China’s 
military modernization efforts and U.S. military assistance to Tai-
wan. 

The Commission is mandated by law (P.L. 108–7, Division P) to 
‘‘review the triangular economic and security relationship among 
the United States, Taipei and Beijing, including Beijing’s military 
modernization and force deployments aimed at Taipei, and the ade-
quacy of United States Executive Branch coordination and con-
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sultation with Congress on United States arms sales and defense 
relationship with Taipei.’’

The Commission’s hearing took place at a time of heightened ten-
sion in cross-Strait relations. China’s ballistic missile build-up di-
rected at Taiwan has been escalating in recent years. Such a build-
up appears clearly designed to coerce Taiwan into accepting unifi-
cation with China and/or to deter moves toward independence by 
Taiwan. In January, Taiwan President Chen Shui-bian announced 
his decision to hold a national referendum as part of the Presi-
dential election balloting on March 20, 2004. The referendum 
would seek a national opinion on the question of whether Taiwan 
should deploy advanced anti-missile defenses to counter China’s 
missile deployment and whether Taiwan should be negotiating a 
cross-Strait framework for peace and stability with Beijing. The re-
sponse from Beijing, which views the referendum as a further move 
toward independence by Taiwan, has been one of strong condemna-
tion and rhetoric, including threats of a possible military response. 
President Bush has publicly reiterated U.S. opposition to actions by 
either side that seek to alter unilaterally the status quo. Notably, 
he made such a statement in the presence of visiting Chinese Pre-
mier Wen Jiabao in December. 

During our hearing on February 6, the Commission heard from 
senior State and Defense Department officials on current develop-
ments in U.S.-China-Taiwan trilateral relations, from experts on 
the parameters of U.S. commitments to Taiwan under the Taiwan 
Relations Act (TRA) and the role of Congress laid out in the TRA, 
and from analysts of China’s military modernization programs and 
its military-industrial complex. 

China’s military modernization program. Between 1989 and 
2002, as China’s economy has rapidly expanded, China’s official de-
fense budget for weapons procurement grew more than 1,000 per-
cent, significantly outpacing China’s GDP growth. China’s People’s 
Liberation Army (PLA) has become a major buyer of foreign mili-
tary technologies, and is now the principal purchaser of Russian 
military weapons and technology. China’s increased military spend-
ing and acquisitions of foreign military technologies have greatly 
enhanced China’s military capabilities. 

During the late 1990s, the PLA began focusing its efforts toward 
developing military options and capabilities to prevent Taiwan 
from declaring independence. The PLA has undertaken programs 
designed to improve its force options against Taiwan and to deter 
and counter potential U.S. military intervention during any cross-
Strait conflict. China’s military modernization is focused on exploit-
ing vulnerabilities in Taiwan’s national and operational-level com-
mand and control system, its integrated air defense system, and 
Taiwan’s reliance on Sea Lines of Communication for sustenance. 
At the same time, Taiwan’s relative military strength appears like-
ly to deteriorate unless Taiwan makes substantial new investments 
in its own defense. 

The Commission also heard testimony that China’s defense firms 
have significantly improved their R&D techniques and their pro-
duction processes. As the PLA shifts away from purchasing com-
plete weapon systems from foreign suppliers to acquiring military-
related technology, China’s defense production capabilities will be-
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come a critical factor in the PLA’s long-term effort to renovate its 
force structure. China has been able to serialize the production of 
destroyers based on stealthy designs with improved air defense and 
anti-submarine capability. China has also improved its ability to 
serial produce ballistic missiles with an increase in annual produc-
tion of short-range ballistic missiles (SRBMs) from 50% to 75%. 
However, despite rapid improvements, China’s defense industry is 
not yet capable of producing global state of the art weapons sys-
tems on par with the United States. 

China’s continuing missile build-up opposite Taiwan is a serious 
challenge to Taiwan’s security. The Defense Department’s 2003 re-
port to the Congress on China’s military indicates that China now 
has approximately 450 short range ballistic missiles that can strike 
Taiwan and forecasts that this number will grow substantially over 
the next few years. 

Given these developments, the Commission is concerned by re-
ports that the European Union (EU) nations are debating whether 
to lift the EU’s current arms embargo on China, imposed in the 
wake of the Tiananmen Square crackdown in 1989, and begin sell-
ing military equipment to Beijing. The Commission believes such 
action would undermine legitimate security concerns, be desta-
bilizing to the region, and is unjustified by any improvement in 
China’s human rights record, as documented in the Department of 
State’s recently released Human Rights Report 2003.

Recommendation: The Congress should urge the President and 
the Secretaries of State and Defense to strongly press their EU 
counterparts to maintain the EU arms embargo on China. Fur-
ther, the Congress should request the Department of Defense to 
provide a comprehensive report to the appropriate committees of 
jurisdiction on the nature and scope of Russian military sales to 
China. In addition, Congress should urge the Executive Branch 
to continue its positive working relationship with the Israeli gov-
ernment to limit Israeli military sales to China.
Taiwan Relations Act (TRA). The Taiwan Relations Act gives 

Congress a joint role with the Executive Branch in the fashioning 
of U.S. cross-Strait policy, particularly with regard to how the U.S. 
should respond to cross-Strait conflicts and what arms the U.S. 
should sell to Taiwan to assist in its defense needs. Nonetheless, 
it appears that Congress has regularly been excluded from cross-
Strait policy decisionmaking by a succession of Administrations. 
Congress has too often been notified only after the Administration 
has, in effect, made a decision on the sale of specific weapons to 
Taiwan. There has been some improvement in recent years in the 
consultative process between the Congress and the Executive 
Branch, but certain important documents or reports the Executive 
Branch has prepared on this subject have never been shared with 
the Congress. Given the potential for military conflict in the region, 
Congress needs to take a more direct oversight role in the process. 
The type of consultation that was envisioned by Congress at the 
time of passage of the TRA is going to be critical now in managing 
U.S. foreign policy towards China and Taiwan.

Recommendation: Congress should enhance its oversight role 
in the implementation of the TRA. Executive Branch officials 
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should be invited to consult on intentions and report on actions 
taken to implement the TRA through the regular committee 
hearing process of the Congress, thereby allowing for appropriate 
public debate on these important matters. This should include, at 
a minimum, an annual report on Taiwan’s request for any mili-
tary aid and a review of U.S.-Taiwan policy in light of the grow-
ing importance of this issue in U.S.-China relations.
Recommendation: The responsible committees of Congress 
should request that the Executive Branch make available to 
them a comprehensive catalogue and copies of all the principal 
formal understandings and other communications between the 
United States and both China and Taiwan on the parameters of 
the trilateral relationship, as well as other key historical docu-
ments clarifying U.S. policy in this area.
The Commission will be closely following cross-Strait develop-

ments in the run-up and aftermath of the Taiwan Presidential elec-
tion and referendum vote on March 20. We may develop additional 
recommendations regarding Congressional-Executive Branch co-
ordination on U.S. cross-Strait policy as part of our upcoming Re-
port to Congress later this spring. 

Sincerely,

Roger W. Robinson, Jr. C. Richard D’Amato 
Chairman Vice Chairman

Note:
Commissioner Bryen dissented from the Commission’s majority in 

submitting these recommendations.

f

MARCH 4, 2004

The Honorable TED STEVENS, 
President Pro Tempore of the U.S. Senate, Washington, D.C. 20510
The Honorable J. DENNIS HASTERT, 
Speaker of the House of Representatives, Washington, D.C. 20515

DEAR SENATOR STEVENS AND SPEAKER HASTERT:
On behalf of the U.S.-China Economic and Security Review Com-

mission, we are pleased to transmit the record of our February 5, 
2004 hearing on ‘‘China and the WTO: Compliance and Moni-
toring.’’

China is not a fully developed market economy and was even less 
so at the time of its accession to the WTO. Integrating a large non-
market economy into an international trading system that was de-
signed for and dependent upon the efficient operations of markets 
posed a challenge of monumental proportions. To help meet this 
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challenge, China’s accession agreement required it to implement 
changes to its laws and economic system that had generally been 
a prerequisite for entering members. WTO members accepted 
China into the organization only after negotiating the most com-
plex accession agreement in WTO history, one that reflected a large 
number of commitments by China to transition to a market- and 
rules-based economy and special safeguards for the domestic indus-
tries of other WTO members that could be significantly injured by 
surges of imports from China’s non-market economy. Assuring that 
China implements these commitments is a large and important 
task for the U.S. Government. 

The Commission held this hearing with the twin goals of assess-
ing China’s progress in complying with its schedule of commit-
ments and gauging the adequacy of U.S. Government monitoring 
processes. At our hearing, the Commission received the testimony 
of officials from the U.S. Trade Representative (USTR) and the De-
partments of Commerce, State, and Agriculture. A panel of legal 
experts compared the contemporary situation with China’s stated 
obligations and with U.S. expectations at the time of China’s acces-
sion. The Commission also heard from representatives of agri-
culture, business, industry and labor organizations, many of whose 
members have first-hand knowledge of China’s practical compli-
ance. 

China’s Compliance 
China has made only mixed progress towards complying with its 

WTO obligations. For instance, China has generally completed a 
broad range of tariff reductions in accordance with timetables stip-
ulated in the accession agreement. It has revised or enacted a large 
number of laws and regulations to bring its trade system into bet-
ter conformity with WTO norms. In the services sector, it has re-
duced capitalization requirements for some financial services oper-
ations, but requirements remain higher than can be justified. After 
sustained pressure from U.S. officials, China reduced barriers to 
U.S. agriculture exports through reform of tariff-rate quota imple-
mentation. Despite these and other positive steps, China has on 
the whole fallen behind its schedule of commitments, and in some 
areas has implemented new barriers to trade to compensate for 
those it is removing. 

Some of the most egregious gaps between commitments and cur-
rent practices include: rampant abuse and lax protection of intellec-
tual property rights, lack of transparency in adopting and applying 
regulations, the use of technical or safety standards to unreason-
ably exclude foreign products—including non-science-based sani-
tary and phytosanitary standards on agricultural products—imple-
mentation of discriminatory tax incentives to encourage U.S. and 
other foreign semiconductor companies to move their manufac-
turing operations to China, and obstacles to the domestic distribu-
tion of imported products. 

The Commission finds that:
• China has made progress on WTO compliance in absolute 

terms, but this progress toward compliance has decelerated to 
an unacceptably slow pace. Furthermore, some lowered bar-
riers to trade have been replaced by new barriers that deny 
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market access to U.S. exports of goods and services, a practice 
that we categorically reject. 

Enforcement 
While the Commission is satisfied that the U.S. Government is 

competently monitoring China’s compliance, we question the en-
forcement effort to date. The U.S. has yet to file a single dispute 
against China in the WTO, despite numerous clear violations dis-
closed at our hearing. The Commission understands that something 
of a ‘honeymoon’ period was necessary for China to have the oppor-
tunity to implement its accession commitments and to afford the 
U.S. the time to review China’s nascent track record. The two years 
that have passed since China’s accession represent a period of suffi-
cient length for such restraint and forbearance, a period which we 
now expect to come to a close. 

The Commission also acknowledges the value of settling a poten-
tial dispute case through bilateral negotiations, which offer the 
promise of relief for afflicted U.S. industries on a compressed time 
scale. However, such negotiations will find greater success if ac-
companied by a history of determined use of the WTO dispute reso-
lution mechanism when necessary. The Commission therefore 
urges continued bilateral discussions on the catalog of compliance 
gaps, but similarly advocates vigilant use of formal channels for re-
dress when China fails to address grievances. 

One area of monitoring we found to be particularly lacking is the 
WTO’s Transitional Review Mechanism (TRM) for reviewing Chi-
na’s compliance. This annual review process was established as 
part of China’s accession agreement to the WTO. U.S. negotiators 
expected the TRM to be a robust mechanism for monitoring China’s 
WTO compliance and applying multilateral pressure for improve-
ment. In practice, the TRM has been undermined by China’s re-
fusal to abide by standard WTO procedural methods such as re-
sponding in writing to requests for information from other member 
countries and its unwillingness to have TRM issues raised in WTO 
subsidiary committee meetings at a sufficiently early stage to have 
a meaningful dialogue on the concerns. China argues that the nor-
mal customs of the WTO do not apply because the TRM is a dis-
criminatory measure applying only to China. The Commission 
notes that China’s entry into the WTO was conditioned on China’s 
acceptance of the TRM and other special provisions intended to 
compensate for the disjunction between WTO standards and Chi-
na’s non-market economy and underdeveloped legal system. China 
accepted and signed the WTO agreement that created and governs 
the TRM and therefore should desist from arguing that it is dis-
criminatory and instead cooperate in making it a useful mechanism 
to improve its implementation of its WTO obligations. 

The Commission finds that:
• The TRM has failed to live up to the expectations of the U.S. 

and other WTO members that it would be a comprehensive tool 
for measuring and evaluating China’s compliance with the full 
range of its commitments and a robust mechanism for putting 
multilateral pressure on China to address compliance short-
falls. 
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U.S. Economic and National Security

The Commission believes that the Executive Branch is suffi-
ciently monitoring China’s compliance with WTO obligations, and 
providing its results to the Congress and the public at large in a 
timely manner. However, the Commission finds that too little at-
tention has been paid to the security implications of China’s par-
ticipation in the WTO. American economic security rests on a broad 
foundation of economic activity, and actions to protect U.S. eco-
nomic security will be bolstered by measures employed to compel 
China’s compliance with its WTO obligations. Finally, the U.S. 
must take care to preserve its domestic industries whose health is 
directly related to important military capabilities. 

Based on the record of this hearing and the Commission’s other 
work on these issues to date, we present the following preliminary 
recommendations to the Congress for consideration. The Commis-
sion will continue to develop these recommendations and provide 
additional guidance in our annual Report to the Congress.

Preliminary Recommendations:

• The U.S. Government should signal clearly to China that its 
WTO ‘honeymoon’ period has ended, and that the U.S. will no 
longer hesitate to secure its rights through formal recourse to 
the WTO when necessary. Such a statement should accompany 
the first filing of a WTO case. The Congress should press the 
Administration to use the WTO dispute settlement mechanism 
and/or U.S. trade laws, including Section 301 provisions, to 
seek redress for China’s practices in the areas of exchange rate 
manipulation, denial of trading and distribution rights, mas-
sive violations of intellectual property rights (IPR) that have 
cost U.S. firms billions of dollars, and government subsidies to 
export industries that harm the competitiveness of U.S.-based 
manufacturing firms.

• China’s preferential value-added tax (VAT) treatment for do-
mestically designed and produced semiconductors and other 
discriminatory policies are encouraging large foreign invest-
ments into semiconductor manufacturing facilities in China, 
leading to a global overcapacity in that industry that threatens 
U.S. producers. The Commission commends ongoing USTR ef-
forts to resolve the issue expeditiously through negotiations, 
but now recommends that the U.S. forthwith file a WTO case 
on the matter.

• China’s WTO obligations for curbing the abuse of intellectual 
property rights demand not only China’s promulgation of ap-
propriate legislation or regulations, but also concrete results in 
the reduction of IPR violations, which are thus far lacking. The 
U.S. should offer China assistance in implementing a program 
to curb the abuse of IPR that includes criminal penalties 
against its citizens who engage in such WTO-required prac-
tices. This offer should be coupled with an explicit timeline for 
implementation and realization of results. The timeline should 
also guarantee filing of a WTO case if the offer is rebuffed or 
its implementation unsuccessful.
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• The U.S. should put in place procedures for consulting with 
trading partners at the outset of each new dispute over China’s 
compliance. Particular efforts should be made to work closely 
with the EU, Japan, and others to ensure that China lives up 
to its WTO commitments.

• USTR and other appropriate U.S. Government officials should 
undertake strenuous efforts to reform the TRM process into a 
meaningful multilateral review and measurement of China’s 
compliance with its WTO commitments. If this is unsuccessful, 
the U.S. Government should initiate a parallel process with 
the EU, Japan, and other major trading partners to produce a 
unified annual report by which to measure and record China’s 
progress toward compliance. This measurement and evaluation 
should be provided in detail to Congress as part of USTR’s an-
nual report on China’s WTO compliance.

• The U.S. Government should make optimum use of the special 
Section 421 and textile safeguards negotiated as part of Chi-
na’s WTO accession agreement. These important safeguards 
were designed to prevent our domestic industries from being 
forced into bankruptcy by surges of Chinese exports. Although 
the International Trade Commission has recommended that 
Section 421 relief be granted on a number of occasions, they 
have yet to be approved by the Executive Branch. Testimony 
was presented to the Commission that the Chinese Govern-
ment has hired U.S. law and government relation firms to 
lobby the Executive Branch to ensure that the special safe-
guards are not utilized. This puts private sector U.S. firms 
seeking implementation of the safeguards at a disadvantage 
and may have the effect of nullifying important safeguards 
Congress relied on in approving PNTR for China.

• The Congress should amend our countervailing duty laws to 
permit their usage in relation to non-market economies. For 
example, the Chinese Government makes non-market based 
loans to its state-owned enterprises, enabling them to export 
subsidized goods to the U.S. market that harm the competitive-
ness of U.S. manufacturers.

• The transfer of technology by U.S. investors in China where it 
is a WTO-inconsistent condition of doing business with Chinese 
partners under Part I, Section 7(3) of China’s Accession Pro-
tocol remains an enduring security concern for the U.S. The 
Commission understands there has been some reduction of this 
practice, but condemns any remaining instances of it and asks 
U.S. companies to help maintain U.S. Government vigilance by 
reporting any continuing or future occurrences.

We hope that this hearing record and the Commission’s above 
findings and recommendations will assist the Congress in assessing 
a complex but vital subject of U.S.-China economic relations. As al-
ways, we stand ready to present to any interested Committees or 
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Members the Commission’s research and analysis on this and any 
other subject contained in the Commission’s mandate. 

Sincerely,

Roger W. Robinson, Jr. C. Richard D’Amato 
Chairman Vice Chairman

Note:
Commissioner Bryen dissented from the Commission’s majority in 

submitting these preliminary recommendations.

f

MARCH 4, 2004

The Honorable TED STEVENS, 
President Pro Tempore of the U.S. Senate, Washington, D.C. 20510
The Honorable J. DENNIS HASTERT, 
Speaker of the House of Representatives, Washington, D.C. 20515

DEAR SENATOR STEVENS AND SPEAKER HASTERT:

On behalf of the U.S.-China Economic and Security Review Com-
mission, we are pleased to transmit the record of our field inves-
tigation in Columbia, South Carolina on January 30, 2004. This 
field investigation titled, ‘‘China’s Impact on the U.S. Manufac-
turing Base,’’ gave the Commission the opportunity to examine the 
real, on-the-ground impacts of fast increasing Chinese imports and 
off-shore transfers by U.S. firms on the U.S. manufacturing base. 

This investigation revealed the extent of the difficulties faced by 
America’s manufacturers, workers and communities in the face of 
manufacturing competition from China and the urgent need for ac-
tion to deal with them. The location was vital to the message. Ac-
cording to U.S. Department of Labor statistics, between November 
2002 and November 2003, Columbia, South Carolina lost 12,000 
jobs, which represents a 4 percent decrease, the largest percentage 
of jobs lost that year for any metropolitan area in the United 
States. The State of South Carolina lost 2.6 percent of its jobs over 
that same time period, the largest percent decrease of any State. 
In the manufacturing sector, South Carolina has lost 63,000 jobs, 
a nearly 20 percent decline over the past three years. 

Representing bipartisan Congressional concerns about this mat-
ter, Senators Ernest F. Hollings (D–SC) and Lindsey O. Graham 
(R–SC) took part in the proceedings and expressed to the Commis-
sion their views regarding what they believed to be China’s unfair 
trade policies, particularly its artificially undervalued currency, as 
well as export subsidies, dumping, and other WTO-inconsistent 
practices. Panelists representing South Carolina’s manufacturing 
industries—including textile, apparel, steel and plastics—gave 
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vivid descriptions of the bottom line challenges they face from such 
Chinese competition. 

Unfair Chinese Trade Policies 
China’s continued rapid growth in manufacturing, U.S. compa-

nies’ willingness to move production abroad in order to cut costs, 
often referred to as offshore outsourcing, and China’s policies 
aimed at encouraging growth and investment in its manufacturing 
base were discussed in depth at this investigation. In assessing 
causes of the worsening U.S. trade deficit and loss of U.S. manufac-
turing jobs, participants pointed to China’s lack of labor and envi-
ronmental standards, rampant infringement of intellectual prop-
erty rights, state subsidization of its state-owned industries 
through preferential tax treatment, access to capital, and other 
benefits, and its record of lagging compliance with many important 
commitments under its WTO accession agreement. These factors 
have undermined the competitiveness of U.S. manufacturing firms 
in South Carolina and elsewhere in our country. 

Overall, many of the hearing participants were exceedingly crit-
ical of the U.S.’ trade strategy and policies. Many claimed that poli-
cies aimed at promoting free trade were in fact encouraging the 
transfer of manufacturing and research and development to China 
to the detriment of the U.S. economy. 

Industry Specific Considerations 
Steel: Over the last three years South Carolina’s steel and metals 

industry has experienced a dramatic decline. Between November 
2000 and November 2003, South Carolina’s primary metals and 
fabricated metals industries lost a combined 7,300 jobs, rep-
resenting contractions of 20 percent and 18.6 percent, respectively. 
According to the U.S. Department of Commerce, between 2000 and 
2002, South Carolina’s exports of primary metal manufactures fell 
from just over $126 million to approximately $76 million. 

Panelists representing U.S. steel firms described the effect of 
competition from China on their industry. They noted that China’s 
steel industry—which benefits from extensive capital subsidies 
from China’s state-owned banks—has grown 10 percent in the last 
12 months resulting in soaring demand for scrap steel and other 
inputs. One particularly ominous concern expressed by hearing 
panelists is that a slow down in the Chinese economy could reduce 
its domestic demand for steel and lead to dumping of subsidized 
Chinese steel in U.S. markets, resulting in further price pressures 
on U.S. steel producers.

Textiles and Apparel: The U.S. textile and apparel industries 
have suffered dramatically since China entered the WTO in 2001. 
Over 50 American textile plants closed in 2003, resulting in the 
loss of 49,000 jobs. One out of every four U.S. textile jobs that ex-
isted in January 2001 no longer exists. South Carolina’s textile in-
dustry has suffered significant losses. In 2003, 4,000 textile work-
ers in South Carolina lost their jobs. This was second only to North 
Carolina—whose textile industry lost 13,600 jobs. 

Textile manufacturers and union representatives expressed deep-
seated concern that the expiration of the Multifiber Arrangement 
on January 1, 2005 would allow China to capture a vast percentage 
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of the U.S. market and decimate the remaining U.S. textile indus-
try, which still employs 630,000 people. Participants also alerted 
the Commission that new trade agreements, such as the Central 
American Free Trade Agreement (CAFTA), provide an opportunity 
for the transshipment of Chinese textiles through third country 
ports, which would undermine the China specific textile safeguards 
imposed by the U.S. against a range of Chinese goods in December. 

To guard against surges of Chinese textile imports from sub-
sidized state-owned factories, the U.S. negotiated a special textile 
safeguard as part of China’s WTO accession agreement that allows 
the U.S. and other WTO members to impose restrictions on Chi-
nese textile imports when they pose ‘‘a significant cause of material 
injury, or threat of material injury to the domestic industry.’’ Al-
though China entered the WTO in January 2002, the U.S. Govern-
ment did not publish procedures to implement this safeguard until 
May 2003, and first used this provision in November 2003 when 
the Bush Administration announced the imposition of textile safe-
guards on select categories of knit fabric, dressing gowns, robes and 
bras imported from China. These year-long restraints became offi-
cial on December 23, 2003. The Commission believes the U.S. Gov-
ernment has not been aggressive enough in using this textile safe-
guard. 

Based on the record of this hearing and the Commission’s other 
work on these issues to date, we present the following preliminary 
recommendations to the Congress for consideration. The Commis-
sion will continue to develop these recommendations and provide 
additional guidance in our annual Report to the Congress. 

Preliminary Recommendations: 
• The United States Trade Representative and the Department 

of Commerce should immediately undertake a comprehensive 
investigation of China’s system of government subsidies for 
manufacturing, including tax incentives, preferential access to 
credit and capital from state-owned financial institutions, sub-
sidized utilities, and investment conditions requiring tech-
nology transfers. USTR and Commerce should provide the re-
sults of this investigation in a report that lays out specific 
steps the U.S. Government can take to address these practices 
through U.S. trade laws, WTO rights and by utilizing special 
safeguards China agreed to as part of its WTO accession com-
mitments. 

• The U.S. tax code should be restructured to eliminate incen-
tives for U.S. businesses, particularly manufacturing, but also 
services and high technology companies, to shift production, 
services, research and technology abroad. Tax incentives which 
reward relocation abroad should be removed from the tax code 
as soon as possible. 

• USTR should press for provisions during the Doha Round that 
allow for increased penalties on firms that have been found in 
violation of anti-dumping laws on multiple occasions. 

• The Administration should undertake a comprehensive review 
and reformation of the government’s trade enforcement infra-
structure in light of the limited efforts that have been directed 
at enforcing our trade laws. Such review should include consid-
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eration of a proposal by Senator Hollings (D–SC) at our hear-
ing to establish an Assistant Attorney General for Inter-
national Trade Enforcement in the Department of Justice to 
enhance our capacity to enforce our trade laws. Moreover, the 
U.S. Government needs to place a renewed emphasis on en-
forcement of international labor standards and appropriate en-
vironmental standards. 

• If we experience new surges of imports that threaten the U.S. 
steel industry, the United States should claim a national secu-
rity exemption under Article XXI of the WTO for the steel in-
dustry because of its importance to our military manufacturing 
sector and our national security. 

• The United States should work with other interested WTO 
members to convene an emergency session of the WTO gov-
erning body to extend the Multifiber Arrangement at least 
through 2008 to provide additional time for impacted indus-
tries. 

• The U.S. Government should more fully and effectively make 
use of the Section 421 China-specific safeguard and the China 
textile safeguard available to WTO members. These were im-
portant provisions negotiated into China’s WTO accession 
agreement and intended to provide relief for domestic indus-
tries hit with surges of imports from China. 

• The leadership and appropriate Committees of Congress 
should convene a summit of leaders of the textile industry, its 
workers and their representatives, impacted communities and 
others to help define the crisis in the domestic textile and ap-
parel industry as it related to trade with China and to define 
a plan of action to help address predatory trade practices and 
ensure that domestic capabilities exist to meet our Nation’s 
economic and national security needs in this important area. 
As part of that effort, the Summit should: 
• Review recently completed free trade agreements and those 

under negotiation so as to avoid loopholes such as that 
present in the Central American Free Trade Agreement 
(CAFTA) that grant the Chinese textile industry the opportu- 
nity to circumvent American safeguard and tariff provisions. 

• Examine Customs Service efforts to monitor and inspect 
shipments of textile and apparel imports to ensure that the 
law is being appropriately enforced and determine what in-
creases in resources are necessary to protect the rights and 
interests of the industry and its workers.

Community Impacts
The Commission heard powerful testimony on the extent to which 

trade-related economic dislocations have impacted many South 
Carolina manufacturing communities. The Commission was told 
that the significant loss of jobs in South Carolina due to import 
competition and off-shoring had resulted in externalities such as 
the erosion of the local tax base in many communities and the ac-
companying decline of law enforcement, infrastructure, and health 
services and had a debilitating impact on families and quality of life.
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Preliminary Recommendations:
• U.S. trade policies have contributed to current high levels of 

unemployment. The Administration should authorize another 
unemployment insurance extension in an attempt to provide 
unemployed workers with a greater amount of time with which 
to locate employment. 

• A new type of education program should be enacted for long-
term and effective adjustment to the employment impacts of 
outsourcing and relocation abroad. Further, a series of Federal 
and local training programs in coordination with private U.S. 
firms aimed at tailoring education to meet future needs should 
be developed. 

• The Congress should fund information sessions and a public 
awareness campaign to inform laid off workers about existing 
and newly established programs such as Trade Adjustment As-
sistance (TAA). Petitions for TAA eligibility should be proc-
essed expeditiously.

Thank you for your consideration of our recommendations. In ad-
dition to the above findings we commend you to also review the 
record of our September 25, 2003 hearing on China’s investment, 
industrial, and exchange rate policies, our February 5, 2004 hear-
ing on China’s WTO compliance and a February 12–13, 2004 field 
investigation in San Diego on U.S.-China high-technology trade. 
We hope you will find all of these proceedings helpful as the Con-
gress continues its assessment of the implications of China’s grow-
ing role in global trade and manufacturing. 

Sincerely,

Roger W. Robinson, Jr. C. Richard D’Amato 
Chairman Vice Chairman

Note:
Commissioners Bryen, Reinsch, and Wortzel dissented in whole or 

in part from the Commission’s majority in submitting these pre-
liminary recommendations.

f

DECEMBER 23, 2003
The Honorable TED STEVENS, 
President Pro Tempore of the U.S. Senate, Washington, D.C. 20510
The Honorable J. DENNIS HASTERT, 
Speaker of the House, Washington, D.C. 20515

DEAR SENATOR STEVENS AND SPEAKER HASTERT:
On behalf of the U.S.-China Economic and Security Review Com-

mission, we are pleased to transmit the record of our hearing held 
December 4, 2003, on ‘‘China’s Growth as a Regional Economic 
Power: Impacts and Implications.’’
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As you know, the Commission is mandated by law (P.L. 108–7, 
Division P) to assess, among other areas, ‘‘the extent of China’s 
‘hollowing out’ of Asian manufacturing economies, and the impact 
on United States economic and security interests in the region; 
[and] review the triangular economic and security relationship 
among the United States, Taipei and Beijing.’’ Our hearing was fo-
cused on exploring trends in these areas and in the broader spec-
trum of China’s regional relations. 

The December 4th hearing examined from several perspectives 
the regional impacts of China’s rapid growth as an economic power. 
Asian governments, the international media, and academic experts 
have increasingly noted China’s growing importance to trade and 
investment patterns in Asia. They also note China’s more assertive 
regional economic diplomacy, including proposals to enter into lib-
eralized trading arrangements with members of the Association of 
Southeast Asian Nations (ASEAN) and the Shanghai Cooperation 
Organization (SCO) as well as the countries of Northeast Asia. We 
asked expert panelists to provide their perspectives on these dy-
namics and on appropriate U.S. policy responses. 

Based on the hearing, we present the following preliminary find-
ings:

• In recent years, China has adopted a softer yet more confident 
and proactive posture in its relations with its Asian neighbors. 
China’s various bilateral ‘‘partnership’’ relationships—that 
once seemed largely symbolic—have gradually taken on great-
er substance. 

• In contrast to fairly passive advocacy in the past, China is now 
actively promoting the establishment or strengthening of re-
gional multilateral institutions, such as the Shanghai Coopera-
tion Organization in Central Asia and the ASEAN ‘‘Plus One’’ 
(China) and ‘‘Plus Three’’ (China, Japan, South Korea) partner-
ship fora. 

• Some observers conclude that China is filling a void in the re-
gion left by U.S. preoccupation with Iraq and the global war 
on terrorism. China touts its policy of ‘‘non-interference’’ in the 
internal affairs of other states and contrasts its hands-off ap-
proach to that of the U.S., which actively pursues an agenda 
to combat terrorism and to promote human rights and demo-
cratic governance. Aside from reiterating the importance of 
partners accepting its ‘‘One China principle,’’ China makes few 
political demands on its Asian neighbors. China does not push 
human rights, labor or environmental standards in its diplo-
macy. 

• China’s regional strategy appears to be subordinate to its glob-
al economic strategy, which is to maintain access to the open 
multilateral trading system on which its rapid export-driven 
growth now depends. 

• China’s regional strategies are in part driven by its energy se-
curity needs, a topic the Commission explored during a hearing 
on October 30, 2003. For example, major pipeline projects are 
being planned to connect China to oil and gas fields in Central 
Asia and the Russian Far East and to establish liquefied nat-
ural gas terminals to receive shipments from Australia and In-
donesia. 



258

• China’s export-driven economic boom has been fueled by a high 
volume of inward Foreign Direct Investment (FDI), particu-
larly in the wake of China’s entry into the World Trade Orga-
nization (WTO). In the view of one witness, China’s member-
ship in the WTO has sharply reduced the perceived ‘‘risk pre-
mium’’ for FDI in China and intensified the trend. This has 
implications for all regional economies, but especially for the 
countries of Southeast Asia, which have already experienced a 
relative decline in FDI flows and could lag behind China in 
technological progress. 

• One panelist noted that ‘‘hollowing out’’ of some industrial sec-
tors in the region was taking place due to China’s export drive, 
attraction of FDI, and development as a major manufacturing 
power. This was particularly true in Taiwan, which of all the 
Asian industrial economies has the heaviest ‘‘trade depend-
ence’’ on China, but it also has affected Northeast and South-
east Asian nations. At the same time, panelists acknowledged 
that for now the high growth in exports from the rest of Asia 
to ‘‘feed’’ China’s manufacturing sector was taking some of the 
sting out of ‘‘hollowing out.’’ The question is whether China 
will move up the technology ladder to such an extent that its 
current imports from the rest of Asia will slow or change in 
composition. Several of our panelists concluded that Japan, 
South Korea, Taiwan and the ASEAN nations have no choice 
but to rise to China’s challenge by advancing their own techno-
logical base, if they want to remain competitive and improve 
their standards of living. 

• In the region there is a disquieting perception that the U.S. 
was largely indifferent to Asia’s fate during the 1997–98 re-
gional financial crisis and has ignored a number of Asia’s de-
velopmental concerns in its preoccupation with the global war 
on terrorism and the North Korean nuclear threat.

Some of these dynamics were apparent at the recent APEC meet-
ing in Bangkok where China projected itself as a more attentive 
and profitable alternative to the U.S., depicting the latter as pre-
occupied with terrorism and security relations. Many Asian leaders 
left Bangkok praising Chinese President Hu’s economic initiatives 
and wondering why President Bush seemingly downplayed eco-
nomic concerns. Likewise, after visits by Presidents Bush and Hu 
to Australia, the Asian press reviewed Hu’s performance more fa-
vorably. Such perceptions can limit the U.S. Government’s ability 
to secure the cooperation of Asian nations in achieving our priority 
objectives. 

The implications of China’s economic rise vis-à-vis the U.S. are 
significant. Chinese economic and political practices represent a 
troublesome alternative to U.S. norms. International labor stand-
ards are essentially ignored in the rush for production, trans-
parency is clouded by corruption and insider deals, environmental 
protection takes a back seat, and democratic principles are sup-
pressed by authoritarian ‘‘realism.’’ Yet, the ‘‘success’’ of China’s 
model is no doubt making a strong impression on its Asian neigh-
bors. An important multilateral vehicle that the U.S. could use to 
reassure Asian partners is APEC—the Asia-Pacific Economic Co-
operation forum. APEC should be strengthened by more active 
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American participation, innovation, and high-level political support 
for its regional economic agenda. Our long-term economic and secu-
rity interests in Asia are too important to fall victim to a distracted 
America. 

As the Congress deliberates on issues concerning U.S. interests 
in Asia and considers how to strengthen American diplomacy in the 
region, the economic rise of China is a key factor to assess. 
Through its economic success, China is exercising a more effective 
and assertive regional diplomacy and exercising enhanced political 
influence in Asia. 

Yours truly,

Roger W. Robinson, Jr. C. Richard D’Amato 
Chairman Vice Chairman
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DECEMBER 17, 2003

The Honorable TED STEVENS, 
President Pro Tempore of the U.S. Senate, Washington, D.C. 20510
The Honorable J. DENNIS HASTERT, 
Speaker of the House, Washington, D.C. 20515

DEAR SENATOR STEVENS AND SPEAKER HASTERT:
On behalf of the U.S.-China Economic and Security Review Com-

mission, we are pleased to transmit a record of our hearing of Octo-
ber 30, 2003, on China’s energy needs and strategies and the impli-
cations for global energy markets and China’s geopolitical relations. 

The Commission’s statutory mandate (P.L. 108–7, Division P) 
calls on us to assess, among other issues, ‘‘how China’s large and 
growing economy will impact upon world energy supplies and the 
role the United States can play, including joint R&D efforts and 
technological assistance, in influencing China’s energy policy.’’ The 
Commission’s mandate further directs it to examine China’s eco-
nomic and strategic relations with its regional neighbors and other 
countries, of which China’s energy policies are an important compo-
nent. 

During our hearing we heard testimony from nine distinguished 
experts on the economic and security dimensions of China’s energy 
strategies, including Guy Caruso, Administrator of the Department 
of Energy’s Energy Information Administration, and former Direc-
tor of Central Intelligence R. James Woolsey. The Commission also 
conducted a luncheon discussion on the geoeconomic and geo-
political aspects of China’s energy strategies with former Secretary 
of Defense and Energy James R. Schlesinger. 

The key issue raised in the hearing is whether China will con-
tinue to pursue new energy supplies in the Middle East and else-
where in competition with, or cooperation with, the U.S. and other 
consuming nations. The continuation of China’s unilateral ap-
proach could provide additional price leverage for OPEC member 
countries. It may also encourage China to offer incentives to energy 
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supplier nations, as it has in the past, including missile and WMD 
components and technologies, for secure long-term access to energy 
supplies. This practice substantially undermines U.S. global non-
proliferation policies. On the other hand, China could pursue its ur-
gent quest for new energy on a more multilateral basis, working 
with the U.S. and other nations to manage access to supplies, and 
put into place, for example, the coordinated release of oil stocks to 
counter future price spikes. Such cooperation would preferably in-
volve the kind of arrangements already in force within the frame-
work of the International Energy Agency (IEA), benefiting both 
U.S. energy security and nonproliferation goals. China’s extraor-
dinary rate of economic growth has made it a rapidly growing con-
sumer of energy. Currently China stands as the world’s second 
largest consumer of energy (behind the United States) and its third 
largest consumer of oil (behind the United States and Japan). With 
this increasing demand has come an increasing reliance on im-
ported energy. China became a net oil importer in 1993 and now 
imports nearly 2 million barrels per day, projected to increase to 
more than 6 million barrels per day by 2020, making it a major fac-
tor in world energy markets. 

China has a comprehensive energy security strategy, consisting 
of demand reduction, diversification, leveraging bilateral relation-
ships with key Middle East suppliers, building stronger ties with 
Russia, and establishing a market position in Central Asia. Cur-
rently, coal dominates China’s energy consumption (65 percent). 
This poses a tremendous environmental challenge to both China 
and the world as much of this consumption involves unwashed coal 
and has lead to a surge in air pollution and emissions of green-
house gases. In this area, China is proceeding with improving its 
energy efficiency, and its use of clean coal technology, coal lique-
faction and gasification and coal-bed methane development, explo-
ration, and production. 

Oil is the second largest source of energy for China, accounting 
for 25 percent of its energy consumption, and China will soon be 
the world’s second largest oil importer after the U.S. The world’s 
major oil importing nations belong to the multilateral framework 
of the IEA. China is the largest oil-consuming nation that does not 
participate in the IEA system, including the IEA’s coordination of 
joint releases from strategic reserves to counter politically moti-
vated supply reductions by oil producers. China has opted to pur-
sue bilateral arrangements and investment in energy production 
and a possible small strategic oil reserve to address its energy se-
curity concerns. 

To achieve its goal of diversifying oil import sources, and to en-
hance its energy security, China has entered into energy deals with 
a number of countries, including some—Iran and Sudan—that are 
on the State Department’s list of terrorist-sponsoring states. These 
arrangements are troubling, especially to the extent they might in-
volve political accommodations and sales or other transfers of 
weapons and military technologies to these nations. 

In sum, China’s growing energy demands, particularly its in-
creasing reliance on oil imports, pose economic, environmental, and 
geostrategic challenges to the United States. The Commission will 
continue its thorough examination of China’s energy needs and 
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strategies and advise the Congress as appropriate with regard to 
developing appropriate U.S. policies to influence China’s energy 
policies in a manner consistent with U.S. interests. 

Yours truly,

Roger W. Robinson, Jr. C. Richard D’Amato 
Chairman Vice Chairman

f

OCTOBER 14, 2003

The Honorable TED STEVENS, 
President Pro Tempore of the U.S. Senate, Washington, D.C. 20510
The Honorable J. DENNIS HASTERT, 
Speaker of the House, Washington, D.C. 20515

DEAR SENATOR STEVENS AND SPEAKER HASTERT:
On behalf of the U.S.-China Economic and Security Review Com-

mission, we are pleased to transmit the record of our hearing on 
September 25, 2003, on ‘‘China’s Industrial, Investment and Ex-
change Rate Policies: Impact on the United States.’’ These issues 
are at the forefront of U.S.-China economic relations, particularly 
in light of the impact that China’s exchange rate and industrial 
policies are having on global investment trends and on U.S. manu-
facturing and trade deficits. We are aware that both the Executive 
Branch and Congress are examining initiatives to address U.S. con-
cerns in this area and therefore we outline here several of the 
Commission’s key findings and recommendations arising from our 
hearing and research activities to help inform Congressional delib-
erations. 

As you know, the Commission is mandated by law (P.L. 108–7, 
Division P) to examine, among other areas, China’s economic poli-
cies and the United States trade and investment relationship with 
China, including assessing the qualitative and quantitative nature 
of the shift of United States production activities to China. This 
latter charge includes examining the relocation of high-technology, 
manufacturing and R&D facilities to China and the effect of these 
transfers on United States economic security, employment and the 
standard of living of the American people. 

At our September 25 hearing, the Commission heard testimony 
from a number of Members of both the House and Senate, includ-
ing the principal sponsors of various Congressional initiatives de-
signed to address China’s exchange rate practices. Representing bi-
partisan Congressional concerns, these Senators and House Mem-
bers have introduced differing bills aimed at providing appropriate 
incentives to the Chinese government to end its apparent mer-
cantilist trade policies, most particularly its artificially under-
valued currency, as well as other unfair trade practices such as ex-
port subsidies, dumping, and other WTO-inconsistent practices. 
The Members testified that such practices by China amounted to 



262

a forced redistribution of trading and investment balances that vio-
late the principles of free and fair trade embodied in China’s WTO 
accession obligations as well as in its bilateral trade arrangements 
with the United States and other international agreements, such as 
the IMF charter. One result of China’s unfair trade practices has 
been its rapid accumulation of foreign exchange reserves, now to-
taling some $355 billion, the second highest in the world after 
Japan. 

Exchange rate policies. Based on our examination of this issue, 
it appears clear that China continues to follow a policy of one-way 
market interventions by the government to maintain its currency 
at a level that economists estimate is between 15–40 percent un-
dervalued. In this regard, China is purchasing U.S. dollars at an 
estimated rate of $120 billion per year to prevent appreciation of 
its currency against the dollar. In assessing causes of the wors-
ening U.S. trade deficit and loss of U.S. manufacturing jobs, some 
hearing witnesses argued that the lack of net new savings in the 
U.S. economy, the global mobility of factors of production and/or 
low labor costs in China were the principal factors. In any event, 
based on the evidence presented, we believe the inappropriate ex-
change rate between the Chinese yuan and the dollar is negatively 
impacting the competitiveness of U.S. manufactured goods and is 
contributing to a migration of world manufacturing capacity to 
China and an erosion of the U.S. manufacturing base. 

Section 3004 of the Omnibus Trade and Competitiveness Act of 
1988 (22 U.S.C. Sec. 5304) requires annual reports from the De-
partment of Treasury on foreign countries’ exchange rate policies 
and requires the Secretary to enter into negotiations on an expe-
dited basis with countries found to be manipulating their cur-
rencies to gain an unfair competitive trade advantage. Past reports 
from the Treasury on China have sidestepped this conclusion, 
which appears now to be inescapable. The Commission believes it 
is clear that China, in violation of both its IMF and WTO obliga-
tions, is in fact manipulating its currency for trade advantage and 
therefore finds it imperative that the Treasury immediately and 
forcefully enter into negotiations with the Chinese government to 
resolve this matter. China’s continued maintenance of an under-
valued exchange rate with the U.S. dollar will continue to promote 
major distortions in the flow of trade and investment, to the det-
riment of American companies and workers, and therefore requires 
decisive action by Washington.

Recommendation: The Treasury Department should make a 
determination in its foreign country exchange rate report to Con-
gress that China is engaged in manipulating the rate of exchange 
between its currency and the U.S. dollar to gain an unfair com-
petitive trade advantage and immediately enter into formal nego-
tiations with the Chinese government over this matter. Should 
these efforts prove ineffective, the Commission urges the Con-
gressional leadership to use its legislative powers to force action 
by the U.S. and Chinese governments to address this unfair and 
mercantilist trade practice. For the near future, continued vig-
orous development of such legislative initiatives as were outlined 
by Members of Congress during our hearing, linking China’s per-
formance on its exchange rate policies to its continued full access 
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to the U.S. market, appears essential to ensure the appropriate 
level of effort by both governments to this matter.

China’s Investment and Industrial Policies. China has attracted 
a total of over $400 billion of foreign direct investment (FDI), most 
of it in the last six years. This compares with $1.3 trillion for the 
U.S., $497 billion for the U.K., $482 billion for Belgium-Luxem-
burg, and $480 billion for Germany. As FDI flows to China are now 
expanding by over $50 billion per year, China will soon have accu-
mulated the second largest stock of FDI in the world. 

Our hearing indicated that China’s undervalued currency is just 
one of several factors behind that country’s success in attracting 
massive inflows of FDI, particularly into its manufacturing sector. 
Our hearing examined the extent to which China’s industrial poli-
cies have played a role. In this regard, we learned that:

• China has pursued industrial policies that have catalyzed its 
growth as a manufacturing powerhouse, particularly in in-
creasingly higher-technology production. The Chinese govern-
ment has designated a number of ‘‘pillar industries’’ and pur-
sued a strategy of ‘‘picking winners’’ among China’s emerging 
high-tech or industrial enterprises. 

• Manufacturers in China are supported through a wide range 
of national industrial policies, which include: tariffs; limita-
tions on foreign firms’ access to domestic marketing channels; 
requirements for technology transfer by foreign investors; gov-
ernment selection of partners for major international joint ven-
tures; preferential loans from state banks; privileged access to 
listings on national and international stock markets; tax relief; 
privileged access to land; and direct support for R&D from the 
government budget.

Recommendation: The United States Trade Representative and 
the Department of Commerce should identify whether any of 
China’s industrial policies are inconsistent with its WTO obliga-
tions and engage with the Chinese government to mitigate those 
that are significantly impacting U.S. market access. Appropriate 
Congressional Committees should be fully briefed on the actions 
the agencies are taking to resolve these issues.
Recommendation: The Commission believes it is essential that 
U.S. policymakers have a clearer, more comprehensive, and time-
ly picture of global investment and R&D flows to China, particu-
larly in the manufacturing sector. The Commission’s 2002 Report 
to Congress urged Congress to consider establishing an en-
hanced, mandated corporate reporting system to capture better 
this information by requiring firms to report ‘‘their initial invest-
ments in China; any technology transfer, offset, or R&D coopera-
tion agreed to as part of the investment; the shift of production 
capacity and job relocations resulting from the investment, both 
from within the United States to overseas and from one overseas 
location to another; and contracting relationships with Chinese 
firms.’’ We believe the need for such a system has only increased 
in urgency since our 2002 Report and again urge Congress to 
consider taking such action.
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Impact on U.S. Economy. In his September 15, 2003 prepared re-
marks at the Detroit Economic Club, Commerce Secretary Don 
Evans reports that ‘‘the President believes that our economic and 
national security require a stable, robust manufacturing sector that 
produces sophisticated and strategically significant goods here, in 
the United States.’’ Manufacturing employs 14 percent of the Amer-
ican workforce, but has accounted for nearly 90 percent of all the 
job losses since total U.S. employment peaked in March 2001. Over 
2.7 million American factory jobs have been lost over the past three 
years, roughly one in every six manufacturing jobs. 

At our September 25th hearing the Commission heard testimony 
that supported a conclusion that China’s undervalued currency and 
government investment strategies are having a deleterious effect 
on the competitiveness of U.S. manufactured goods and contrib-
uting to a migration of world manufacturing capacity to China, 
with a concurrent erosion of the U.S. manufacturing base.

Recommendation: The Commission believes that the Presi-
dent’s pending Manufacturing Initiative should include provi-
sions that strengthen the competitiveness of U.S.-based manufac-
turers in light of the growing shift of production to China, espe-
cially high-tech and R&D. The Initiative should address de facto 
Chinese government subsidies, particularly those not covered 
under the WTO, such as tax incentives, preferential access to 
credit, capital, and materials, and investment conditions requir-
ing technology transfers.
It is the hope of the Commission that the results of this hearing 

will contribute to the fashioning of legislation by the Congress 
which will help to illuminate the economic impact that China is 
having on U.S. producers, better identify unfair Chinese trade 
practices, and steer Chinese economic practice into more sustain-
able and fairer channels. 

Yours truly,

Roger W. Robinson, Jr. C. Richard D’Amato 
Chairman Vice Chairman

f

AUGUST 12, 2003
The Honorable TED STEVENS, 
President Pro Tempore of the U.S. Senate, Washington, D.C. 20510. 
The Honorable J. DENNIS HASTERT, 
Speaker of the House, Washington, D.C. 20515.

DEAR SENATOR STEVENS AND SPEAKER HASTERT:
On behalf of the U.S.-China Economic and Security Review Com-

mission, we are pleased to transmit the record of our hearing on 
July 24, 2003 examining China’s proliferation policies and practices 
in the post 9/11 era, focusing in particular on its role in the devel-
oping North Korean nuclear crisis. 
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1 The classified portion of this hearing record, at the codeword level, is also available for the 
use of Congressional Committees and cleared staff in S–407, the Capitol. 

As you know, the Commission is mandated by law (P.L. 108–7, 
Division P) to ‘‘analyze and assess the Chinese role in the prolifera-
tion of weapons of mass destruction and other weapons (including 
dual use technologies) to terrorist-sponsoring states, and suggest 
possible steps which the United States might take, including eco-
nomic sanctions, to encourage the Chinese to stop such practices.’’ 
The Commission heard testimony from current and previous Ad-
ministration and Intelligence Community officials, as well as a 
range of outside experts, on the current state of Chinese prolifera-
tion practices, on the events unfolding with regard to North Korea’s 
nuclear program and on the implications of these developments for 
U.S. national security.1 

We addressed the efforts of the Chinese government in the post 
9/11 period to curtail its proliferation practices, which have served 
as an issue of contention for many years, the quality of its enforce-
ment of newly-established export controls for weapons of mass de-
struction (WMD), and the effectiveness of current U.S. sanctions 
laws and practices. Witnesses provided a number of recommenda-
tions for encouraging the Chinese government to strengthen its 
commitment to curtail such proliferation activities, and to address 
continuing shortcomings of its export control system, as well as to 
review the adequacy of the Non-Proliferation Treaty. 

China’s role in cooperating with the United States in addressing 
the North Korean nuclear crisis was a priority issue in the hearing, 
given the urgency of this national security challenge. The scope 
and secrecy of its nuclear weapons program, coupled with a North 
Korean history of deception and lack of respect for agreements it 
has previously entered into, its willingness to export missiles and 
components of WMD, its economic dependence on those exports, 
and the potential for North Korea to become a near-term exporter 
of fissile materials as well as complete nuclear weapons are clearly 
a matter of supreme importance for the U.S. Therefore, the Com-
mission believes the extent of Chinese cooperation in achieving an 
irreversibly de-nuclearized Korean peninsula is a key, if not the 
key, test of the U.S.-China relationship in the current period. Chi-
na’s recent diplomatic efforts in helping to secure North Korea’s 
agreement to engage in the upcoming multiparty talks is encour-
aging, but must be followed up by the active use of its substantial 
leverage to persuade North Korea to freeze its reprocessing efforts 
and dismantle its nuclear weapons and ballistic missile programs, 
and to accommodate an intrusive international verification regime, 
which ensures the effective implementation of any agreement that 
is ultimately reached. 

The stakes of the upcoming multiparty talks for U.S. national se-
curity and, indeed, the viability of nonproliferation programs glob-
ally, are enormous. Given those stakes, and the long history of 
Congress’ involvement in fashioning and approving agreements 
dealing with arms control and issues of such national importance, 
we, the Chairman and Vice Chairman, believe that the building of 
a bipartisan consensus underpinning the goals and outcome of such 
negotiations argues for an early, informed and reinforcing role for 
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the Congress. If Congress is fully engaged and vested in any future 
agreement with North Korea it would substantially improve pros-
pects for a durable consensus between the two branches on this 
vital matter. 

Yours truly,

Roger W. Robinson, Jr. C. Richard D’Amato 
Chairman Vice Chairman

f

JULY 3, 2003

The Honorable TED STEVENS, 
President Pro Tempore of the U.S. Senate, Washington, D.C. 20510
The Honorable J. DENNIS HASTERT, 
Speaker of the House, Washington, D.C. 20515

DEAR SENATOR STEVENS AND SPEAKER HASTERT:
On behalf of the U.S.-China Economic and Security Review Com-

mission, we are pleased to transmit the second volume of our hear-
ings, those conducted by the Commission from September 23, 2002 
through June 5, 2003, pursuant to P.L. 106–398 (October 30, 2000), 
as amended by P.L. 107–67 and 108–7. 

As you know, the U.S.-China Economic and Security Review 
Commission is mandated by Congress to examine, among other 
areas, media control in China and to make recommendations to the 
Congress on this issue where appropriate. 

On June 5, 2003 the Commission held a hearing on China’s 
media and information control system, with particular emphasis on 
Internet censorship. As demonstrated in response to the recent 
SARS outbreak in China, such censorship is pervasive and contin-
uous, and the Chinese government puts a high priority on its con-
trol mechanisms. The hearing reinforces our understanding that 
promising technologies recently developed by U.S. companies dem-
onstrate the capability of breaking through this Chinese Internet 
firewall with a high degree of confidence, based on actual perform-
ance over the last year. We believe that the provision of additional 
modest financial resources in FY 2004 to these efforts could result 
in dramatic increases in the number of users in China who would 
be able to access uncensored information on the Internet. We have 
been told by U.S. Government officials working in this area, as well 
as knowledgeable private entrepreneurs involved in Internet anti-
censorship efforts, that such efforts could result in reaching critical 
thresholds of Chinese Internet users whereby the information con-
trol system of the Chinese government would be greatly degraded. 
Some U.S. firms working on such initiatives have told us that this 
level of resources could allow them to expand uncensored Internet 
access to some 1.5–2 million Chinese Internet users. Authorizing 
legislation—the ‘‘Global Internet Freedom Act’’—has been intro-
duced on a bipartisan basis in both chambers and is aimed at en-
hancing the U.S. Government’s resources and capabilities to pro-
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mote the development and use of technologies to allow access to the 
worldwide web by users in closed societies throughout the world. 

On December 11, 2002, the Commission took testimony from Ms. 
HE Qinglian, a well-known dissident who emigrated to the U.S. in 
2001, and Mr. CHENG Xiaonong, Princeton University, to discuss 
‘‘Corruption’s Impact on Governance, Politics, and Policies’’ in 
China. The third hearing included in this document during this re-
porting period focused on ‘‘Chinese Leadership Succession and Its 
Implications.’’

To date, the Commission has held twelve hearings and the Com-
mission published the first volume of its record of public hearings, 
which were enormously valuable in informing the Commission and 
the public on the evolving relationship between the United States 
and the China, particularly in the economic arena. We plan to pub-
lish quarterly reports and transcripts of our hearings. Congress 
mandated nine specific areas for the Commission’s work in 2003–
2004, including proliferation practices, economic reforms and U.S. 
economic transfers, energy, role of U.S. capital markets, corporate 
reporting, regional economic and security impacts, U.S.-China bi-
lateral programs, WTO compliance, and media control by the Chi-
nese government. The congressional mandate specifying the areas 
of work and study the Commission will focus on begins on page 
235. The Commission plans to issue its second annual report to 
Congress in April 2004. 

Yours truly,

Roger W. Robinson, Jr. C. Richard D’Amato 
Chairman Vice Chairman 
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APPENDIX III
BACKGROUND ON COMMISSIONERS 

ROGER W. ROBINSON, JR., CHAIRMAN 
Chairman Roger W. Robinson, Jr., was reappointed to the U.S.-

China Economic and Security Review Commission by Senate Ma-
jority Leader Bill Frist on May 7, 2003, for a three-year term expir-
ing December 31, 2005. 

Chairman Robinson is President and CEO of Conflict Securities 
Advisory Group, Inc. (www.conflictsecurities.com), a Washington, 
D.C.-based company that offers impartial research and advisory 
services in the field of global security risk management (i.e., the 
links of publicly-traded companies to terrorist-sponsoring states 
and proliferation-related concerns). He is also President of RWR 
Inc., a consulting firm established in 1985 that provides strategic 
planning services and analyses of breaking geopolitical develop-
ments that could potentially impact on international equity, debt, 
and currency markets. 

Prior to forming these firms, Chairman Robinson was Senior Di-
rector of International Economic Affairs at the National Security 
Council. He worked at the White House from March 1982 until 
September 1985. Between January 1984 and April 1985, Chairman 
Robinson also served as Executive Secretary of the Senior Inter-
departmental Group-International Economic Policy, a Cabinet-level 
body that reported through the National Security Council (NSC) to 
the President. As Senior Director, Chairman Robinson had respon-
sibility for all economic, financial, trade, and energy relationships 
of the United States worldwide for NSC. 

Prior to joining the NSC staff, Chairman Robinson was a Vice 
President in the International Department of the Chase Manhattan 
Bank in New York City. As a banker, he had responsibilities for 
Chase’s loan portfolio in the USSR, Eastern and Central Europe, 
and Yugoslavia for five years. He also served for some two and a 
half years as a staff assistant to former Chase Chairman David 
Rockefeller and earlier on assignment with the Chase branch in 
Tokyo. 

Chairman Robinson has published extensively on security-related 
risk in the global capital markets and earlier on East-West eco-
nomic and financial relations. He has served as an expert witness 
on numerous occasions before both Senate and House committees. 
In addition, he is a frequent radio commentator and makes regular 
broadcast media appearances. 

Chairman Robinson holds a B.A. from Duke University and an 
M.A. in international affairs from the George Washington Univer-
sity. He served for some seven years as a member of the Board of 
Visitors at the Sanford Institute of Public Policy at Duke Univer-
sity and presently serves on other Boards. Chairman Robinson is 
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also co-founder of the Prague Security Studies Institute in the 
Czech Republic. 

HON. C. RICHARD D’AMATO, VICE CHAIRMAN 
Vice Chairman C. Richard D’Amato was reappointed to the U.S.-

China Economic and Security Review Commission by Senate Demo-
cratic Leader Tom Daschle on March 25, 2003, for a three-year 
term expiring December 31, 2005. He served as the Chairman and 
Vice Chairman of the Commission beginning in April 2001. He is 
an attorney, and a member of the Maryland and D.C. bars. He is 
a former delegate to the General Assembly of the State of Mary-
land, (1998–2002), representing the Annapolis, Maryland, region, 
and served on the Appropriations Committee. He is also a retired 
captain in the United States Navy Reserve, served two tours of 
duty in the Vietnam theatre aboard the USS KING (DLG–10), and 
three years as an Assistant Professor of Government at the U.S. 
Naval Academy. He served on the Trade Deficit Review Commis-
sion, a Congressional advisory body, as a member from 1999–2000. 

From 1988–98, Vice Chairman D’Amato was the Democratic 
Counsel for the Committee on Appropriations of the United States 
Senate. He was responsible for coordinating and managing the an-
nual appropriations bills and other legislation on policy and fund-
ing of U.S. defense, foreign policy, trade and intelligence matters. 
He served from 1980–88 as senior foreign policy and defense advi-
sor to the Democratic Senate leader, Senator Robert C. Byrd. In 
this position, he supervised work on major foreign policy, national 
security and trade policies, and was the co-director for the Senate 
Arms Control Observer Group, a bipartisan leadership organiza-
tion, which served as liaison with the White House on all arms con-
trol negotiations with the Soviet Union. He also served on the Sen-
ate delegation to the Kyoto negotiations on Global Warming. 

Vice Chairman. D’Amato began his career as Legislative Director 
for Congressman James Jeffords (Ind.-VT) from 1975–78, and then 
as Chief of Staff for Senator Abraham Ribicoff (D–CT) until 1980. 

He has been active in other aspects of public service, having 
founded the annual Taste-of-the-Nation dinners in Annapolis as 
part of the nationwide ‘‘Share Our Strength’’ hunger relief organi-
zation, and created an annual scholarship for college bound Afri-
can-American women in Anne Arundel County, Maryland. He cur-
rently serves on the boards of the Annapolis Symphony Orchestra, 
the Chesapeake Bay Trust, The Johns Hopkins Cuba Exchange 
Program, and the University of Oxford Congressional Visitors pro-
gram. 

Vice Chairman D’Amato received his B.A. (cum laude) from Cor-
nell University in 1964, and served on the Cornell Board of Trust-
ee’s Advisory Council. He received his M.A. from the Fletcher 
School of Law and Diplomacy in Boston in 1967, and received his 
legal education from Harvard Law School and from the Georgetown 
University Law Center (JD, 1980). He resides in Annapolis with 
his wife, Dee. 

CAROLYN BARTHOLOMEW 

Commissioner Carolyn Bartholomew was reappointed to the 
U.S.-China Economic and Security Review Commission on Decem-
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ber 16, 2003, by House Democratic Leader Nancy Pelosi for a two-
year term expiring December 31, 2005. 

Commissioner Bartholomew worked at senior levels in the U.S. 
Congress, serving as long-term Counsel, Legislative Director, and 
most recently, Chief of Staff, to U.S. House of Representatives 
Democratic Leader Nancy Pelosi. She also served as a Professional 
Staff Member on the House Permanent Select Committee on Intel-
ligence. Previously, she was a legislative assistant to then-U.S. 
Representative Bill Richardson. 

In these positions, Commissioner Bartholomew was integrally in-
volved in developing U.S. policies on international affairs and secu-
rity matters. She has particular expertise in U.S.-China relations, 
focused primarily on trade, human rights, and the proliferation of 
weapons of mass destruction. Commissioner Bartholomew was a 
lead staff on legislation to establish the Department of Homeland 
Security and led efforts in the establishment and funding of global 
AIDS programs and the promotion of human rights and democra-
tization in countries around the world. Commissioner Bartholomew 
also staffed negotiations for the International Monetary Fund re-
capitalization. Commissioner Bartholomew was a member of the 
first Presidential Delegation to Africa to Investigate the Impact of 
HIV/AIDS on Children; and a member of the Council on Foreign 
Relations Congressional Staff Roundtable on Asian Political and 
Security issues. In addition to U.S.-China relations, her areas of ex-
pertise include terrorism, trade, proliferation of weapons of mass 
destruction, human rights, U.S. foreign assistance programs, and 
international environmental issues. 

Commissioner Bartholomew received her B.A. from the Univer-
sity of Minnesota, graduating cum laude in 1979. She received her 
M.A. in 1984 from Duke University and received her J.D. from 
Georgetown University Law Center in 1994. She is a member of 
the State Bar of California. 

GEORGE BECKER 

Commissioner George Becker was reappointed to the U.S.-China 
Economic & Security Review Commission by Democratic Leader 
Nancy Pelosi for a three-year term expiring December 31, 2005. He 
previously served on the Commission as a member beginning Feb-
ruary 2001 through January 7, 2003. 

A second-generation steelworker, Commissioner Becker grew up 
across the street from Granite City Steel in Illinois, where he went 
to work with an open-hearth labor gang at age fifteen during the 
summer of 1944. From that beginning, Commissioner Becker rose 
through the ranks until being elected in 1993 and again in 1997 
for two terms as the sixth international president of the United 
Steelworkers of America (USWA), representing 750,000 industrial 
workers in the U.S. and Canada. 

Prior to being named to the Commission, Commissioner Becker 
completed a congressional appointment on the U.S. Trade Deficit 
Review Commission in 2000. He also served appointments during 
the Clinton administration to the President’s Export Council and 
the U.S. Trade and Environmental Policy Advisory Committee. As 
an AFL–CIO vice president and executive council member, Com-
missioner Becker chaired the national labor federation’s powerful 
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Economic Policy Committee. He was a leader in the 1995 revital-
ization of the AFL–CIO that elected John Sweeney as the current 
president. 

Commissioner Becker was elected two terms in 1985 and 1989 as 
the USWA’s international vice president for administration. While 
vice president, he headed the union’s organizing program and the 
Aluminum Industry Conference for collective bargaining. Among 
several corporate campaigns he led involving major labor disputes, 
the best known was against Ravenswood Aluminum Corp. that 
achieved the historic firing of 1,300 permanent scab replacement 
workers and the return to work of 1,600 steelworkers after a twen-
ty-month lockout that ended in 1992. 

His working class background includes employment as a crane 
operator at General Steel Castings and an assembler at General 
Motors’ Fisher Body plant in St. Louis. After serving in the Marine 
Corps, Commissioner Becker became active in the USWA while an 
inspector at Dow Chemical’s aluminum rolling mill in Madison, IL., 
where he was elected as the Local 4804 president. He was ap-
pointed a USWA staff representative in 1965, negotiating labor 
contracts and developing a reputation as an expert on occupational 
health issues. His interest in job safety took him to the union’s 
Pittsburgh headquarters as a technician in the Safety and Health 
Dept. 

He helped establish some of the first national health standards 
adopted by the U.S. Occupational Safety and Health Administra-
tion for workers exposed to lead, arsenic, and other toxic sub-
stances. 

Commissioner Becker’s USWA presidency has been marked by 
many major achievements, including a major restructuring of the 
USWA’s regional districts and executive board; mergers of the 
98,000-member United Rubber Workers in 1995 and the 40,000-
member Aluminum, Brick and Glass Workers in1997; plus a suc-
cessful twenty-eight-month worldwide campaign for a labor agree-
ment and the return to work of 6,000 permanently terminated 
workers at Bridgestone/Firestone Corp. 

He served as the executive committee member of the Geneva-
based International Metalworkers Federation and chairman of the 
world rubber council of the International Federation of Chemical, 
Energy, Mine and General Workers’ Unions in Brussels. 

STEPHEN D. BRYEN, PH.D. 

Commissioner Stephen D. Bryen was reappointed to the U S.-
China Economic and Security Review Commission for a three-year 
term expiring on December 31, 2005, by Speaker Dennis Hastert, 
U.S. House of Representatives. He previously served as a member 
of the Commission from April 2001 through January 7, 2003. 

Commissioner Bryen is the President of Finmeccanica, Inc. 
Finmeccanica, Inc., represents Finmeccanica S.p.A. in the United 
States. The company manufactures defense, aerospace and com-
mercial products. Dr. Bryen is a former Deputy Under Secretary of 
Defense and Founder and First Director of the Defense Technology 
Security Administration. 
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JUNE TEUFEL DREYER, PH.D. 
Commissioner June Teufel Dreyer was reappointed to the U.S.-

China Economic and Security Review Commission by Speaker of 
the House Dennis Hastert on January 23, 2004, for a two-year 
term expiring December 31, 2005. 

Commissioner Dreyer is Professor and Chair of the Department 
of Political Science at the University of Miami, Coral Gables, Flor-
ida. Dr. Dreyer is also a Senior Fellow of the Foreign Policy Re-
search Institute. She received her Bachelor’s degree from Wellesley 
College and her master’s and Ph.D. degrees from Harvard Univer-
sity. Dr. Dreyer formerly served as Senior Far East Specialist at 
the Library of Congress and Asia advisor to the Chief of Naval Op-
erations. Her research work centers on ethnic minorities; the Chi-
nese military; Asian-Pacific regional relations; and Taiwan politics. 
A frequent visitor to the Far East, Dr. Dreyer is the author of Chi-
na’s Forty Millions: Minority Nationalities and National Integration 
in the People’s Republic of China, published by Harvard University 
Press, and China’s Political System: Modernization and Tradition, 
published by Longman and now in its fourth edition. Her articles 
have appeared in numerous scholarly journals. She and her hus-
band, Dr. Edward Dreyer, have two children. 

HON. ROBERT F. ELLSWORTH 
Ambassador Robert Ellsworth was appointed to the U.S.-China 

Economic and Security Review Commission on May 7, 2003, by 
Senate Majority Leader Bill Frist to term expiring December 31, 
2004. 

Ambassador Ellsworth is currently Chairman and Founding 
Partner of Hamilton Apex Technology Ventures, LP, a San Diego, 
CA, private venture capital fund, and Director of Price Communica-
tions Corporation, New York, NY. He is a Member of the U.S.-Rus-
sia RAND Business Leaders Forum. His distinguished service in 
the U.S. Government includes serving as Assistant Secretary, then 
Deputy Secretary, of Defense, U.S. Ambassador to NATO, Assistant 
to the President, and a Member of the U.S. House of Representa-
tives (KS). He has received the Presidential National Security 
Medal, U.S. Department of Defense Medal for Distinguished Public 
Service, and honorary degrees from the University of Ottawa and 
Boston University. He is also a recipient of the Knight of Honor, 
Knightly Order of St. John, Berlin, Germany. 

Ambassador Ellsworth’s career in business includes being a gen-
eral partner at Lazard Freres & Co., Chairman of Fairchild Space 
and Defense Corp and Howmet Corporation, and a board member 
of the Hamilton Group, Price Communications Corporation, Voice 
Compression Technologies, Inc., Warner Communications, Inc., 
General Dynamics Corporation, Allied Chemical, the Aerospace 
Corporation, and DBA Systems, Inc. 

Ambassador Ellsworth is Vice President (and former Chairman 
of the Council 1990–96) of the International Institute for Strategic 
Studies in London, Vice Chairman of The Nixon Center, Director 
of the Atlantic Council of the United States, and a member of the 
Council on Foreign Relations. 

Ambassador Ellsworth served two tours of duty as an officer in 
the U.S. Navy. He received a BSME from the University of Kansas 
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and a J.D. from the University of Michigan. He is admitted to the 
Bar of the U.S. Supreme Court, as well as the highest courts of 
Massachusetts, Kansas and the District of Columbia. 

HON. PATRICK A. MULLOY 

Commissioner Patrick A. Mulloy was reappointed to the U.S.-
China Economic and Security Review Commission on March 25, 
2003, by Senate Democratic Leader Tom Daschle to a two-year 
term expiring on December 31, 2004. Commissioner Mulloy pre-
viously served as a member from April 2001 to January 7, 2003. 

Prior to assuming his current responsibilities, Commissioner 
Mulloy was nominated by President Clinton and confirmed by the 
U.S. Senate as Assistant Secretary for Market Access and Compli-
ance in the Department of Commerce’s International Trade Admin-
istration, where he served from 1998 to 2001. In that position, 
Commissioner Mulloy directed a trade policy unit of over two hun-
dred international trade specialists, which focused worldwide on re-
moving foreign barriers to U.S. exports and on ensuring that for-
eign countries comply with trade agreements negotiated with the 
United States. This latter activity involved discussions both in the 
World Trade Organization (WTO) and with individual govern-
ments. He traveled extensively, meeting with foreign leaders to ad-
vance market-opening programs in the European Union, Eastern 
Europe, China, India, Taiwan, Indonesia, Canada, and Central and 
South America. He was also appointed by President Clinton to 
serve as a member of the Commission on Security and Cooperation 
in Europe. 

Prior to his employment as Assistant Secretary, Commissioner 
Mulloy served fifteen years in various senior positions on the staff 
of the U.S. Senate Banking Committee, including Chief Inter-
national Counsel and General Counsel. In those positions, he con-
tributed to much of the international trade and finance legislation 
formulated by the Committee such as the Foreign Bank Super-
vision Enhancement Act of 1991, the Export Enhancement Act of 
1992, the Defense Production Act Amendments of 1994, and titles 
of the Omnibus Trade and Competitiveness Act of 1988 dealing 
with foreign bribery, exchange rates, international debt, and export 
controls. 

Before coming to the Senate, Commissioner Mulloy served as a 
senior attorney in the Antitrust Division of the U.S. Department of 
Justice, where he directed a staff of lawyers and economists, which 
supervised participation by U.S. oil companies in the Paris-based 
International Energy Agency (IEA). In earlier duties at the Justice 
Department, he represented the United States in a variety of cases 
related to Federal environmental laws, including criminal and civil 
enforcement actions in various U.S. District Courts, several Circuit 
Courts of Appeal, and the U.S. Supreme Court. 

Commissioner Mulloy began his public service career as a For-
eign Service Officer at the U.S. Department of State, where he 
served in the Office of U.N. Political Affairs, the Office of Inter-
national Environmental and Oceans Affairs, and as Vice Consul in 
the U.S. Consulate General in Montreal, Canada. 

Commissioner Mulloy, a native of Kingston, Pennsylvania, holds 
an LL.M. from Harvard University Law School, a J.D. from George 
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Washington University Law School, an M.A. from the University of 
Notre Dame, and a B.A. from King’s College. 

He is presently an adjunct professor of international trade law 
at the law schools of both Catholic University and George Mason 
University, and periodically lectures on trade and financial matters 
at the National Defense University’s Industrial College of the 
Armed Forces. 

He resides in Alexandria, Virginia, with his wife, Marjorie, and 
they have three children. 

HON. WILLIAM A. REINSCH 

Commissioner William A. Reinsch was reappointed to the U.S.-
China Economic and Security Review Commission by Senate Demo-
cratic Leader Tom Daschle on January 20, 2004 for a two-year 
term expiring December 31, 2005. 

On April 2, 2001, Commissioner Reinsch joined the National For-
eign Trade Council as President. The council, founded in 1914, is 
the only business organization dedicated solely to trade policy, ex-
port finance, international tax, and human resource issues. The or-
ganization represents over 350 companies through its offices in 
New York and Washington, D.C. 

As president, Commissioner Reinsch oversees NFTC’s efforts in 
favor of open markets, in support of Export-Import Bank and Over-
seas Private Investment Corporation, and as head of the USA En-
gage and Foreign Sales Corporation (FSC) coalitions, among many 
other international trade and tax issues of concern to U.S. busi-
ness. 

Prior to joining the National Foreign Trade Council, Reinsch 
served as Under Secretary for Export Administration in the U.S. 
Department of Commerce. As head of the Bureau of Export Admin-
istration, he was charged with administering and enforcing the ex-
port control policies of the U.S. government, as well as its anti-boy-
cott laws. In addition, the bureau is part of an interagency team 
helping Russia and other newly emerging nations develop effective 
export control systems and convert their defense industries to civil-
ian production. Through its Office of Strategic Industries and Eco-
nomic Security, the bureau is also responsible for monitoring and 
protecting the health of U.S. industries critical to our national se-
curity and defense industrial base and assisting in domestic de-
fense conversion efforts. Major accomplishments during his tenure 
included: refocusing controls in light of economic globalization, 
most notably on high-performance computers, microprocessors, 
encryption, and other items; the first complete revision of the Ex-
port Administration regulations in over forty years; revising the 
interagency process for reviewing applications; permitting elec-
tronic filing of applications over the Internet; and increasing the 
bureau’s budget by 87 percent. 

From 1991 through 1993, Commissioner Reinsch was a senior 
Legislative Assistant to Senator John D. Rockefeller IV, responsible 
for the senator’s work on trade, international economic policy, for-
eign affairs, and defense. He also provided staff support for Senator 
Rockefeller’s related efforts on the Finance Committee and the 
Commerce, Science, and Transportation Committee. 
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From 1977 to 1991, Commissioner Reinsch served on the staff of 
the late Senator John Heinz as Chief Legislative Assistant, focus-
ing on foreign trade and competitiveness policy issues. During that 
period, Senator Heinz was either Chairman or ranking minority 
member of the Banking Committee’s Subcommittee on Inter-
national Finance. He was also a member of the International Trade 
Subcommittee of the Finance Committee. Commissioner Reinsch 
provided staff support for the Senator on both subcommittees, 
which included participation in five revisions of the Export Admin-
istration Act and work on four major trade bills. Prior to 1977, 
Commissioner Reinsch was a Legislative Assistant to Representa-
tives Richard Ottinger and Gilbert Gude, acting Staff Director of 
the House Environmental Study Conference, and a teacher in 
Maryland. 

During his tenure as Under Secretary, Commissioner Reinsch de-
livered more than two hundred speeches and testified fifty-three 
times before various committees of Congress. His recent publica-
tions include ‘‘Why China Matters to the Health of the U.S. Econ-
omy,’’ in Economics and National Security: The Case of China, 
2002; ‘‘The Role and Effectiveness of U.S. Export Control Policy in 
the Age of Globalization,’’ The Monitor (Center for International 
Trade and Security, spring 2000); ‘‘Export Controls in the Age of 
Globalization,’’ The Monitor (Center for International Trade and 
Security, summer 1999); ‘‘Should Uncle Sam Control U.S. Tech-
nology Exports?’’ Insight Magazine, September 8, 1997; ‘‘Encryption 
Policy Strikes a Balance,’’ Journal of Commerce, March 5, 1997; 
‘‘Building a New Economic Relationship with Japan,’’ in I.M. 
Destler and Yankelovich, D., eds., Beyond the Beltway: Engaging 
the Public in U.S. Foreign Policy, W.W. Norton, April 1994. 

In addition to his legislative work, Commissioner Reinsch has 
served as an adjunct associate professor at the University of Mary-
land University College Graduate School of Management and Tech-
nology since 1990, teaching a course in international trade and 
trade policy. He is also President of the Saint Mark Elderly Hous-
ing Corporation, a non-profit corporation that runs Saint Mark 
House, a home for the frail elderly in Rockville, Maryland. 

Commissioner Reinsch received a B.A. degree in International 
Relations from the Johns Hopkins University and an M.A. degree 
from the Johns Hopkins School of Advanced International Studies. 
He lives in Bethesda, Maryland, with his wife and two sons. 

MICHAEL R. WESSEL 

Commissioner Michael R. Wessel was appointed to the U.S.-
China Economic and Security Review Commission by House Demo-
cratic Leader Nancy Pelosi on April 29, 2003 for a two-year term 
expiring December 31, 2004. 

Commissioner Wessel is a Senior Vice President at the Downey 
McGrath Group, Inc., a public affairs consulting firm offering ex-
pertise in government, politics, and international affairs. He served 
on the staff of House Democratic Leader Richard A. Gephardt for 
more than twenty years, leaving his position as General Counsel in 
March 1998. In addition to his duties as General Counsel, Commis-
sioner Wessel was Mr. Gephardt’s chief policy advisor, strategist, 
and negotiator. He was responsible for the development, coordina-
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tion, management, and implementation of the Democratic Leader’s 
overall policy and political objectives, with specific responsibility for 
international trade, finance, economics, labor, and taxation. 

During his more than twenty years on Capitol Hill, Commis-
sioner Wessel served in a number of positions: He was Mr. Gep-
hardt’s principal Ways and Means aide, where he developed and 
implemented numerous tax and trade policy initiatives. He partici-
pated in the enactment of every major trade policy initiative from 
1978 to his departure in 1998. In the late 1980s, he was the Execu-
tive Director of the House Trade and Competitiveness Task Force, 
where he was responsible for the Democrats’ trade and competitive-
ness agenda as well as overall coordination of the Omnibus Trade 
and Competitiveness Act of 1988. The National Journal wrote: 
Commissioner Wessel is ‘‘generally credited in Washington trade 
circles with having helped to keep Gephardt ahead of the curve on 
major issues.’’

He was intimately involved in the development of comprehensive 
tax reform legislation in the early 1980s and every major tax bill 
during his tenure. Beginning in 1989, he became the principal ad-
visor to the Democratic Leadership on economic policy matters and 
served as tax policy coordinator to the 1990 budget summit. In 
1995, he developed the 10 percent Tax Plan, a comprehensive tax 
reform initiative that would enable roughly four out of five tax-
payers to pay no more than a ten percent rate in federal income 
taxes. It became the principal Democratic tax reform alternative. 
In 1988, he served as National Issues Director to Gephardt’s Presi-
dential campaign. During the 1992 Clinton/Gore campaign, he as-
sisted on a broad range of issues and served as a Senior Policy Ad-
visor to the Clinton/Gore transition office. After leaving Mr. Gep-
hardt’s staff, Commissioner Wessel opened his own consulting firm, 
where he provided strategic advice to a number of business, polit-
ical, and labor organizations. He also served as a Visiting Fellow 
at the Washington, DC-based Economic Policy Institute and cur-
rently maintains an affiliation with the Institute. 

He has coauthored a number of articles with Democratic Leader 
Gephardt and a book, An Even Better Place: America in the 21st 
Century (Public Affairs, 1999). Commissioner Wessel served as a 
Commissioner of the congressional U.S.-China Economic and Secu-
rity Review Commission from April 2001 to January 7, 2003, and 
was reappointed for a two-year term by House Minority Leader 
Nancy Pelosi on April 29, 2003. Commissioner Wessel served as a 
member of the U.S. Trade Deficit Review Commission in 1999–
2000, a congressionally created commission charged with studying 
the nature, causes and consequences of the U. S. merchandise 
trade and current account deficits. 

Commissioner Wessel holds a B.A. and a J.D. from George Wash-
ington University. He is a member of the bar of the District of Co-
lumbia and Pennsylvania. He and his wife Andrea have four chil-
dren.

LARRY M. WORTZEL, PH.D. 

Commissioner Larry M. Wortzel was appointed to the U.S.-China 
Economic and Security Review Commission on November 9, 2001, 
and reappointed on May 6, 2003 by House Speaker Dennis Hastert 
for a term expiring December 31, 2004. 
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Commissioner Wortzel is the Vice President and Director of The 
Kathryn and Shelby Cullom Davis Institute for International Stud-
ies at The Heritage Foundation, an influential think tank based in 
Washington, DC. He previously served as the Director of the Asian 
Studies Center at the Foundation. Since 1983, the Center has ad-
dressed a broad range of policy issues affecting U.S.-Asia relations. 
Its policy recommendations-based on rigorous analyses of Asian po-
litical, military, and economic realities-seek to advance freedom 
and democracy throughout the Asian region while safeguarding 
American security. 

A leading authority on China, Asia, intelligence, national secu-
rity, and military strategy, Commissioner Wortzel joined Heritage 
in November 1999 upon completing a distinguished thirty-two-year 
career in the U.S. armed forces. His last military position was as 
director of the Strategic Studies Institute of the U.S. Army War 
College. 

Following three years in the Marine Corps and a stint in college, 
Commissioner Wortzel enlisted in the U.S. Army in 1970. His first 
assignment with the Army Security Agency took him to Thailand, 
where he focused on Chinese military communications in Vietnam 
and Laos. Within three years, he had graduated Infantry Officer 
Candidate School, as well as both Airborne and Ranger schools. 
After serving four years as an infantry officer in Korea and at Fort 
Benning, Georgia, he shifted to military intelligence. Wortzel trav-
eled regularly to throughout Asia while serving the U.S. Pacific 
Command as a political-military affairs analyst from 1978 to 1982. 
The following year he attended the National University of Singa-
pore, where he studied advanced Chinese and traveled in China 
and Southeast Asia. He next worked for the Under Secretary of De-
fense for Policy, developing counterintelligence programs to protect 
emerging defense technologies from foreign espionage. In addition, 
for the Army Intelligence and Security Command, he managed pro-
grams to gather foreign intelligence. 

From 1988 to 1990, Commissioner Wortzel was Assistant Army 
Attaché at the U.S. Embassy in China, where he witnessed and re-
ported on the Tiananmen Massacre. After assignments as an Army 
strategist and managing worldwide assignments for Army intel-
ligence officers, he returned to China in 1995 as the Army Attaché. 
In December 1997, he became a faculty member of the U.S. Army 
War College, serving as director of the Strategic Studies Institute. 
He retired from the Army as a colonel. 

Commissioner Wortzel’s books include Class in China: Stratifica-
tion in a Classless Society (Greenwood Press, 1987), China’s Mili-
tary Modernization: International Implications (Greenwood, 1988), 
The Chinese Armed Forces in the 21st Century (Carlisle, PA, 1999), 
and Dictionary of Contemporary Chinese Military History (Green-
wood, 1999). He regularly publishes articles and monographs on 
Asian security matters. 

A graduate of the Armed Forces Staff College and the U.S. Army 
War College, Commissioner Wortzel earned his B.A. from Colum-
bus College, Georgia, and his M.A. and Ph.D. from the University 
of Hawaii. He and his wife, Christine, have two married sons and 
one grandson. 
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APPENDIX IV 
PUBLIC HEARINGS AND 

TECHNICAL BRIEFINGS OF THE COMMISSION

Full transcripts and written testimonies are available online at 
the Commission’s Web site: www.uscc.gov.

April 16, 2004: Public Hearing on
‘‘China’s Presence in the Global Capital Markets,’’

Washington, DC 

Commissioners present: Roger W. Robinson Jr. (Hearing Co-
Chair), Chairman; C. Richard D’Amato, Vice Chairman; Carolyn 
Bartholomew, George Becker, June Teufel Dreyer, Patrick A. 
Mulloy, William A. Reinsch, Michael R. Wessel (Hearing Co-Chair).

Witnesses: Pieter Bottelier, the Johns Hopkins University and 
Georgetown University; William Gamble, Emerging Market Strate-
gies; Tim Halter, USX China Index; Amit Tandon, New York Glob-
al Securities; Thomas Byrne, Moody’s Investor Service; Nell Minow, 
The Corporate Library; Jeffrey Fiedler, FAST, AFL–CIO; Norman 
Bailey, The Potomac Foundation. 

February 12–13, 2004: Public Hearing on
‘‘China as an Emerging Regional and Technology Power:
Implications for U.S. Economic and Security Interests,’’

San Diego, California 

Commissioners present: C. Richard D’Amato (Hearing Co-Chair), 
Vice Chairman; Carolyn Bartholomew, George Becker, June Teufel 
Dreyer, Robert F. Ellsworth (Hearing Co-Chair), Patrick A. Mulloy, 
Larry M. Wortzel.

Witnesses: Dean Peter Cowhey, Graduate School of International 
Relations and Pacific Studies, University of California San Diego; 
Barry Naughton, Ph.D., University of California San Diego; Scott 
Rozelle, Ph.D., University of California Davis; K.C. Fung, Ph.D., 
University of California Santa Cruz; Gordon Hanson, University of 
California San Diego; Stephan Haggard, Ph.D., University of Cali-
fornia San Diego; Richard Feinberg, Ph.D., University of California 
San Diego; Greg Lucier, Invitrogen Corporation; Joseph Panetta, 
BIOCOM; Kerry Dance, Ph.D., Hamilton Apex Technology Ven-
tures, LP; William Bold, QUALCOMM, Inc.; Jason Dedrick, Uni-
versity of California Irvine; Francine Berman, Ph.D., University of 
California San Diego; Michael May, Ph.D., Stanford University; 
Susan Shirk, Ph.D., University of California San Diego; Ellis 



280

Krauss, Ph.D., University of California San Diego; David M. 
Lampton, Ph.D., the Johns Hopkins University. 

February 6, 2004: Public Hearing on
‘‘Military Modernization and Cross-Strait Balance,’’

Washington, DC 

Commissioners present: Roger W. Robinson Jr., Chairman; C. 
Richard D’Amato, Vice Chairman; Stephen D. Bryen, June Teufel 
Dreyer, Robert F. Ellsworth (Hearing Co-Chair), Patrick A. Mulloy, 
William A. Reinsch, Larry M. Wortzel (Hearing Co-Chair).

Witnesses: Richard P. Lawless, Department of Defense; Randall 
G. Schriver, Department of State; Ambassador Harvey J. Feldman, 
The Heritage Foundation; Denis Van Vranken Hickey, Southwest 
Missouri State College; John F. Copper, Rhodes College; Richard D. 
Fisher, Jamestown Foundation, Center for Security Policy; David 
Finkelstein, Center for Naval Analysis Corporation; Evan 
Medeiros, RAND Corporation; Jason E. Bruzdzinski, The MITRE 
Corporation; Vincent Wei-cheng Wang, Ph.D., University of Rich-
mond; Lyle J. Goldstein, U.S. Naval War College; William Murray, 
U.S. Naval War College. 

February 5, 2004: Public Hearing on
‘‘China and the WTO: Compliance and Monitoring,’’

Washington, DC 

Commissioners present: Roger W. Robinson Jr., Chairman; C. 
Richard D’Amato, Vice Chairman; George Becker, June Teufel 
Dreyer, Patrick A. Mulloy (Hearing Co-Chair), William A. Reinsch 
(Hearing Co-Chair), Michael R. Wessel, Larry M. Wortzel.

Witnesses: James Jochum, Department of Commerce; Charles 
Freeman, U.S. Trade Representative; Patricia R. Sheikh, Depart-
ment of Agriculture; Randall Shriver, Department of State; 
Terrance P. Stewart, Stewart and Stewart Law Offices; Robert 
Cassidy, International Trade Services; Robert Kapp, U.S.-China 
Business Council; Richard Trumka, AFL–CIO; Robert Vastine, Co-
alition of Service Industries; Robert Carolson, National Farmers 
Union; William Primosch, National Association of Manufacturers; 
Eric Smith, International Intellectual Property Alliance ; Anne 
Craib, Semiconductor Industry Association; Ann Wrobleski, Amer-
ican Forest and Paper Association. 

January 30, 2004: Public Hearing on
‘‘China’s Impact on the U.S. Manufacturing Base,’’

Columbia, South Carolina 

Commissioners present: Roger W. Robinson Jr., Chairman (Hear-
ing Co-Chair); C. Richard D’Amato, Vice Chairman; Carolyn Bar-
tholomew, George Becker (Hearing Co-Chair), June Teufel Dreyer, 
Patrick A. Mulloy, William A. Reinsch, Michael R. Wessel.

Congressional Perspectives: Ernest F. Hollings, U.S. Senator 
from South Carolina; Lindsey O. Graham, U.S. Senator from South 
Carolina.
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Witnesses: Norman Chapman, Inman Mills; Sarah Friedman, 
Southeastern Apparel Manufacturers and Suppliers Association 
(SEAMS); Larry Crolley, Craig Industries; Harris Raynor, Union of 
Needletrades, Industrial and Textile Employees (UNITE); Smyth 
McKissick, Alice Manufacturing Company, and representing Amer-
ican Textile Manufacturers Institute (ATMI); Bob Johns, Nucor 
Corporation.; Timothy J. Dillon, Commercial Georgetown Steel 
Company, LLC; Larry Murray, United Steelworkers of American 
(USWA); Donna DeWitt, South Carolina AFL–CIO; Jon T. 
McClure, ISO Poly Films, Inc.; J. Richard Dillard, Milliken & Com-
pany and South Carolina Chamber of Commerce; Jack Hutchison, 
Georgetown County Economic Development Commission; Evans 
Tindal, Cheraw Yarn Mills; Larry Martin, State Senator from 
South Carolina. 

December 4, 2003: Public Hearing on
‘‘China’s Growth as a Regional Economic Power:

Impacts and Implications,’’
Washington, DC 

Commissioners present: Roger W. Robinson Jr., Chairman; C. 
Richard D’Amato, Vice Chairman; Carolyn Bartholomew (Hearing 
Co-Chair), George Becker, June Teufel Dreyer (Hearing Co-Chair), 
Patrick A. Mulloy, William A. Reinsch, Michael R. Wessel, Larry 
M. Wortzel.

Witnesses: Bates Gill, Ph.D., Center for Strategic and Inter-
national Studies; John J. Tkacik, Jr., The Heritage Foundation; 
Wing Thye Woo, Ph.D., University of California at Davis and Cen-
ter for Globalization and Sustainable Development; Merritt T. 
(Terry) Cooke, Foreign Policy Research Institute; Peter C.Y. Chow, 
Ph.D., City College and Graduate Center, City University of N.Y.; 
Edward J. Lincoln, The Council on Foreign Relations; L. Gordon 
Flake, The Maureen and Mike Mansfield Foundation; Naoko 
Munakata, Japan Visiting Scholar, Sigur Center for Asian Studies, 
The George Washington University; Wang Gungwu, Ph.D., East 
Asian Institute, University of Singapore; David I. Steinberg, Ph.D., 
School of Foreign Service, Georgetown University; Martha O. 
Blaxall, Ph.D., School of Advanced International Studies; Rollie 
Lal, Ph.D., RAND Corporation. 

October 30, 2003: Public Hearing on
‘‘China’s Energy Needs and Strategies,’’

Washington, DC 

Commissioners present: Roger W. Robinson Jr., Chairman; C. 
Richard D’Amato, Vice Chairman; Carolyn Bartholomew, George 
Becker, June Teufel Dreyer, Michael A. Ledeen (Hearing Co-Chair), 
Patrick A. Mulloy, William A. Reinsch, Michael R. Wessel (Hearing 
Co-Chair).

Witnesses: Guy Caruso, Energy Information Administration; 
Amy Myers Jaffe, James A. Baker III Institute for Public Policy; 
Kang Wu, Ph.D., China Energy Project, East-West Center; Dean P. 
Girdis, PFC Energy; R. James Woolsey, Booz Allen & Hamilton; 
Robert E. Ebel, Center for Strategic and International Studies; Ed-
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ward L. Morse, Hess Energy Trading Company; Kent E. Calder, 
Reischauer Center for East Asian Studies, Johns Hopkins Univer-
sity; Constantine C. Menges, Hudson Institute. Luncheon Speaker: 
The Honorable James R. Schlesinger, Chairman, Board of Trustees, 
The Mitre Corporation. 

September 25, 2003: Public Hearing on
‘‘China’s Industrial, Investment, and Exchange Rate

Policies: Impact on the United States,’’
Washington, DC 

Commissioners present: Roger W. Robinson Jr., Chairman; C. 
Richard D’Amato, Vice Chairman; Carolyn Bartholomew, George 
Becker, June Teufel Dreyer (Hearing Co-Chair), Robert F. Ells-
worth, Patrick A. Mulloy (Hearing Co-Chair), William A. Reinsch, 
Michael R. Wessel, Larry M. Wortzel.

Statements by Senators and Representatives: Phil English, U.S. 
Representative from Pennsylvania; Lindsey Graham, U.S. Senator 
from South Carolina; Charles Stenholm, U.S. Representative from 
Texas; Byron L. Dorgan, U.S. Senator from North Dakota; Charles 
E. Schumer, U.S. Senator from New York; Donald A. Manzullo, 
U.S. Representative from Illinois; Sander (Sandy) M. Levin, U.S. 
Representative from Michigan.

Witnesses: C. Fred Bergsten, International Institute for Econom-
ics; Stephen S. Roach, Morgan Stanley; David Hale, Hale Advisors, 
LLC; Ernest H. Preeg, Ph.D., Manufacturers Alliance/MAPI; Peter 
H. Nolan, Ph.D., University of Cambridge; Edward S. Seinfeld, 
Massachusetts Institute of Technology; Kathleen A. Walsh, The 
Henry L. Stimson Center; Paul Craig Roberts, Ph.D., Institute for 
Political Economy; Franklin J. Vargo, National Association of Man-
ufacturers; Thea M. Lee, AFL–CIO; Willard A. Workman, U.S. 
Chamber of Commerce. 

July 24, 2003: Public Hearing on
‘‘China’s Proliferation Practices and the

North Korean Nuclear Crisis,’’
Washington, DC 

Commissioners present: Roger W. Robinson Jr., Chairman; C. 
Richard D’Amato (Hearing Co-Chair), Vice Chairman; Carolyn Bar-
tholomew, George Becker, Stephen D. Bryen, June Teufel Dreyer, 
Robert F. Ellsworth (Hearing Co-Chair), Patrick A. Mulloy, William 
A. Reinsch, Michael R. Wessel.

Witnesses: Paula A. DeSutter, Department of State; Ambassador 
Stephen Bosworth, Dean, Fletcher School of Law and Diplomacy; 
Ambassador Wendy Sherman, The Albright Group; Fred C. Ikle, 
The Center for Strategic and International Studies (CSIS); Robert 
J. Einhorn, CSIS; Leonard S. Spector, Center for Nonproliferation 
Studies, Monterey Institute; John Olsen, Sandia National Labora-
tories. Luncheon Speakers: Madeleine Albright, former Secretary of 
State, Principal, The Albright Group; and The Honorable Fred 
Thompson, former U.S. Senator. 



283

June 5, 2003: Public Hearing on
‘‘SARS in China: Implications for Information Control,

Internet Censorship, and the Economy,’’
Washington, DC 

Commissioners present: Roger W. Robinson Jr., Chairman (Hear-
ing Co-Chair); C. Richard D’Amato, Vice Chairman (Hearing Co-
Chair); George Becker, Stephen D. Bryen, June Teufel Dreyer, Rob-
ert F. Ellsworth, Michael A. Ledeen, Patrick A. Mulloy, William A. 
Reinsch, Michael R. Wessel, Larry M. Wortzel.

Statements by Senators and Representatives: Conrad Burns, 
U.S. Senator from Montana; Bill Nelson, U.S. Senator from Flor-
ida; Jon Kyl, U.S. Senator from Arizona; Christopher Cox, U.S. 
Representative from California.

Witnesses: Jay Henderson, VOA; Dan Southerland, Radio Free 
Asia; Ken Berman, International Broadcasting Bureau; Qiang Xiao, 
University of California at Berkeley; Bill Xia, Dynamic Internet 
Technology; Erping Zhang, Association for Asian Research; Dr. 
Maochun Yu, U.S. Naval Academy; Dr. Yuanli Liu, Harvard; Andy 
Rothman, Credit Lyonnais Securities Asia; Dong Tao, Credit Suisse 
First Boston. 

December 11, 2002: Technical Briefing on
‘‘Corruption’s Impact on Governance, Politics and Policies,’’

Washington, DC 

Commissioners present: Roger W. Robinson Jr., Chairman; C. 
Richard D’Amato, Vice Chairman; George Becker, June Teufel 
Dreyer, Kenneth Lewis, Patrick A. Mulloy, Arthur Waldron, Mi-
chael R. Wessel, Larry M. Wortzel.

Witnesses: He Qinglian; Cheng Xiaonong, Princeton University. 

September 23, 2002: Public Hearing on
‘‘Chinese Leadership Succession and its Implications,’’

Washington, DC 

Commissioners present: C. Richard D’Amato, Chairman (Hearing 
Co-Chair); George Becker, Stephen D. Bryen, June Teufel Dreyer 
(Hearing Co-Chair), Kenneth Lewis, Patrick A. Mulloy, William A. 
Reinsch, Roger W. Robinson Jr., Michael R. Wessel, Larry M. 
Wortzel.

Witnesses: Willy Wo-lap Lam, CNN; Bruce Gilley, Author; Prof. 
Cheng Li, Hamilton College and Woodrow Wilson Center; Prof. 
Shaomin Li, Old Dominion University; Dr. Andrew Scobell, Army 
War College. 
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APPENDIX V 
LIST OF RESEARCH MATERIAL

The material listed below is available online at the Commission’s 
Web site www.uscc.gov. The research papers were prepared at 
the request of the Commission to support its deliberations and 
are intended to promote greater public understanding of the 
issues addressed by the Commission. However, inclusion in the 
Report does not imply an endorsement by the Commission or 
any individual Commissioner of views expressed in the mate-
rial.

Commissioned Research Papers
• Fisher, Richard D. Jr. ‘‘The Impact of Foreign Weapons and 

Technology on the Modernization of China’s People’s Liberation 
Army.’’ January 2004.

• Fisher, Richard D. Jr. ‘‘New Developments in Russia-China Mili-
tary Relations: A Report on the August 19–23, 2003 Moscow 
Aerospace Salon (MAKS).’’ September 3, 2003.

• Lenz, Allen. ‘‘China’s World Trade and Investment: An Over-
view.’’ October 2003.

• McMillion, Charles W. ‘‘Briefing paper for the Commission’s field 
investigation on China’s Impact on the U.S. Manufacturing 
Base.’’ MBG Information Services, January 30, 2004.

• Pillsbury, Michael P. ‘‘The U.S. Role in Taiwan’s Defense Re-
forms.’’ Remarks presented at the Institute for Taiwan Defense 
and Securities Studies Conference, Taipei, Taiwan, February 29, 
2004.

• Stewart, Terence P. ‘‘China’s Compliance with World Trade Or-
ganization Obligations: A Review of China’s 1st Two Years of 
Membership.’’ Stewart and Stewart, March 19, 2004.

Translated Articles

All the papers and articles by Chinese authors listed below were 
screened and/or translated by a research team headed by 
Maochun Yu, Ph.D., U.S. Naval Academy, from open sources 
on the Chinese Internet.

• ‘‘China’s Future Route to Maritime Dominance.’’ People’s Daily 
(Beijing), January 10, 2004, Strong China Forum [Qiangguo 
Luntan]. 
<http://www.qglt.com/bbs/ReadFile?whichfile=9884&typeid=38>.
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• ‘‘China’s Worries at Sea.’’ Global Times [Huanqiu Shibao], re-
printed in the People’s Liberation Daily, January 2, 2004.

• Gang, Ding. ‘‘What’s Wrong with the Sino-U.S. Trade Relation?’’ 
The Global Times [Huanqiu Shibao], December 2, 2003, 
<http://finance.anhuinews.com/ahnews/article/20031202/
20031200505779l1.html>.

• Ni, Lexiong. ‘‘The Sino-U.S. Relation and Its Structural Clash.’’ 
The Global Times [Huanqiu Shibao], 2004, 
<http://www.ccrs.org.cn>.

• ‘‘The Worrisome Situation of the South China Sea—China Facing 
the Stepped-up Military Infiltration by the U.S., Japan and 
India.’’ Outlook East Weekly [Liaowang Dongfang Zhoukan], Jan-
uary 12, 2004 <http://army.tom.com>.

• Yu, Ma. ‘‘On the Manifestations and Origin of Sino-U.S. Trade 
Disputes.’’ Chinese Economic Times [Zhongguo Jingji Shibao], 
December 1, 2003, 
<http://www.china.org.cn/chinese/OP-c/452411.htm>.

• Yue, Jianyong. ‘‘The United States and China in the Age of 
Globalization.’’ Chinese Political Science, July 27, 2003, 
<http://www.ccrs.org.cn/2233/ReadNews.asp?NewsID=
1238&BigClassName=&BigClassID=24&SmallClassID=
40&SmallClassName=&SpecialID=22>.

• Zhang, Bisen. ‘‘China Should Abandon the Foreign Policy of 
‘Taoguang Yanghui’ ’’ [‘‘Bide our Time, Build our Capacities.’’] 
Chinese Political Science, May 17, 2003, 
<http://www.ccrs.org.cn/2233/ReadNews.asp?NewsID=212>. 
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APPENDIX VI 
ABBREVIATIONS

ABC Agricultural Bank of China 
ADR American Depository Receipt 
APEC Asia Pacific Economic Cooperation 
ASEAN Association of Southeast Asian Nations 
ATP advanced technology product 
BBG Broadcasting Board of Governors 
bcm billion cubic meters 
Bl/d barrels per day 
BOC Bank of China 
BTU British thermal unit 
BWC Biological Weapons Convention 
CCB China Construction Bank 
CCT Clean Coal Technology 
CEO chief executive officer 
CEPA Closer Economic Partnership Arrangement 
CFIUS Committee on Foreign Investments in the 

United States 
CIA Central Intelligence Agency 
CNOOC China National Offshore Oil Corporation 
CNPC China National Petroleum Company 
CPMIEC China Precision Machinery Import/Export Corporation 
CRS Congressional Research Service 
CSRC China Securities Regulatory Commission 
CTCL China Telecom Corporation Limited 
CWC Chemical Weapons Convention 
DCI Director of Central Intelligence 
DOE Department of Energy 
DPRK Democratic People’s Republic of Korea (North Korea) 
DVD digital videodisk 
EIA Energy Information Administration 
EIU Economist Intelligence Unit 
EPI Economic Policy Institute 
EU European Union 
FBI Federal Bureau of Investigation 
FBIS Foreign Broadcast Information Service 
FDI foreign direct investment 
FTA free trade agreement 
GAO General Accounting Office 
GATT General Agreement on Tariffs and Trade 
GDP gross domestic product 
HTI Hydrocarbon Technologies, Inc. 
IAEA International Atomic Energy Association 
ICBC Industrial and Commerce Bank of China 
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IEEPA International Economic Emergency Powers Act 
IEA International Energy Agency 
IEO International Energy Outlook 
IIPA International Intellectual Property Alliance 
IMF International Monetary Fund 
IPO initial public offering 
IPR intellectual property rights 
IT information technology 
ITC International Trade Commission 
JCCT Joint Commission on Commerce and Trade 
LNG liquid natural gas 
Mb/d million barrels a day 
MFA Multifiber Arrangement 
MFN most-favored-nation 
MND Ministry of National Defense 
MOFTEC Ministry of Foreign Trade and Economic Cooperation 
MOU memorandum of understanding 
MTCR Missile Technology Control Regime 
NAM National Association of Manufacturers 
NEMA National Electrical Manufacturers Association 
NATO North Atlantic Treaty Organization 
NME nonmarket economy 
NORINCO China North Industries Corporation 
NPCSC National People’s Congress Standing Committee 
NPL nonperforming loan 
NPT Nuclear Nonproliferation Treaty 
NSC National Security Council 
NT New Taiwan (Dollars) 
NYSE New York Stock Exchange 
OECD Organization for Economic Cooperation and 

Development 
OPEC Overseas Petroleum Exporting Countries 
PCCW Pacific Century Ciber Works 
PICC Property and Casualty Co. 
PLA People’s Liberation Army 
PNTR permanent normal trade relations 
PRC People’s Republic of China 
PSI Proliferation Security Initiative 
QFII qualified foreign institutional investor 
R&D research and development 
RFA Radio Free Asia 
ROK Republic of Korea 
RTC Resolution Trust Corporation 
S&L savings and loan 
S&T science and technology 
SAR Special Administrative Region 
SARS severe acute respiratory syndrome 
SCO Shanghai Cooperation Organization 
SEC Securities and Exchange Commission 
SETC State Economic and Trade Commission 
SIA Semiconductor Industry Association 
SIE state-invested enterprise 
SMIC Semiconductor Manufacturing International Corp. 
SOE state-owned enterprises 
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SPS sanitary and phytosanitary 
SRBM short-range ballistic missile 
TBP tributyl phosphate 
TRA Taiwan Relations Act 
TRIPS Trade-related Aspects of Intellectual Property Rights 
TRM transitional review mechanism 
TRQ tariff-rate quota 
UAE United Arab Emirates 
UAV unmanned aerial vehicle 
USTR U.S. Trade Representative 
USWA United Steelworkers of America 
VOA Voice of America 
WHO World Health Organization 
WTO World Trade Organization 
WMD weapons of mass destruction 
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